17 Sept 2018, 8.15am/11.15am Morning Call/Webinar

PhillipCapital

Your Partner In Finance

Strategy
Weekly Musings

23]

Sector Update
Land Transport

Phillip Securities Research Pte Ltd (A member of PhillipCapital) Co. Reg. No. 198803136N © PhillipCapital 2018

. All Rights Reserved. For internal circulation only.
Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to parties outside the presentation.

Phillip Securities accepts no liability whatsoever with respect to the use of this document or its contents.




Disclaimer I PhillipCapital

Your Partner In Finance

The information contained in this presentation has been obtained from public sources which Phillip Securities Research Pte Ltd (“PSR”) has no
reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this
presentation are based on such information and are expressions of belief only. PSR has not verified this information and no representation or
warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such. Any
such information or Research contained in this presentation is subject to change, and PSR shall not have any responsibility to maintain the
information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will PSR be liable for
any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made available, even
if it has been advised of the possibility of such damages.

This presentation is intended for general circulation only and does not take into account the specific investment objectives, financial situation or
particular needs of any particular person.

You should seek advice from a financial adviser regarding the suitability of the investment product, taking into account your specific investment
objectives, financial situation or particular needs, before making a commitment to invest in such products.
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Week 38 — Short-term Views

Macro Last Week

Macro: Trade talks between US-China; Record low investments (FAI) in China

ECB: lowered 2018/19 growth by 0.1% points + end bond buying year-end + keep rates low till summer 2019
SG Macro: Construction 10-year high contracts awarded + retail sales still sluggish + taxi positive growth

Your Partner In Finance

Y V VY

Corporate Last Week

» ST Engineering: MRA Systems;12x forward; engine casing; single source CFM Leap-1A engine; near-term
jump in growth;S$868mn; ~10% PATMI; pension liabilities?;Added S$750mn;

» Venture Corp.: Flavoured e-cigarettes (vaping); affect approval of heat or smokeless e-cigarette

» CapitaLand Commercial Trust: HSBC 1 year extension 21 Collyer Quay; 36% higher @ ~S$11.54 psf/mth;
NP1 yield rise from 4.4% to 6%; MBFC2 140k but more staff; 2021 supply will rebound

Tactical

Stay Defensive: trade issue not going away (10% tariff) + growth slowing and interest rates rising
Shift in activity from residential to commercial/industrial

Yield: Ascendas REIT + CapitaCommercial Trust + Telcos + Construction

YV V V

Week(s) Ahead
» 20Sep: US-Japan Trade Talks
» 24Sep: Inclusion of Dairy Farm to STl (1.2%) and replace Starhub (0.3%)
» 25-26Sep: FOMC meeting
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Week 38 — Absolute 10 model portfolio PhillipCapital
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1Mth 3Mth YTD Rating  Target Share % Mkt Cap PE P/BV Dividend ROE
Perf. Perf. Perf. Price Price Upside (USSm) FY17 FY18E FY19E FY17 Yield FY17
Yield
Ascendas REIT -04% 3.4% 0.7% Accumulate 296 274 8% 5837 16.2 166 16.2 13 58% 8.0%

Capitaland Comm Trust 1.1% 3.5% -8.3% Accumulate 188 177 6% 4817 114 211 206 1.0 49% 8.8%

Growth

Chip Eng Seng 3.1% -10.3% -14.9% Buy 1.15 083 39% 378 133 108 127 0.7 48% 6.0%
Sheng Siong 93% 15.8% 26.5% Accumulate 1.13 117 -3% 1,279 252 241 222 6.3 29% 26.8%
DBS Group -6.7% -12.1% 0.4% Buy 3332 2495 34% 46,382 146 110 9.8 1.4 3.7% 10.3%
Geo Energy -10.4% -4.4% -18.9% Buy 041 022 91% 208 5.7 4.7 3.7 2.3 4.7% 18.3%
Micro-Mechanics 1.1% 1.7% -14.2% Buy 230 181 27% 183 147 135 117 4.5 50% 33.4%

Re-rating Plays

Banyan Tree -8.0% -8.0% -8.0% Accumulate 0.73 052 40% 318 15 1.6 15 0.7 19% 6.5%
Capitaland 6.2% -09% -2.8% Accumulate 419 343 22% 10,381 9.2 136 134 0.8 3.5% 8.3%
Comfort DelGro -26% -6.9% 15.7% Accumulate 278 229 21% 3,604 171 158 15.7 1.9 45% 10.8%

Average 0.7% -18% -2.4% 28% 73,387 129 133 127 2.1 42% 13.7%
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Taxi stabilizing & fare increase for public transport
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Maintain Overweight on Land Transport sector: Positive industry restructuring and
worst is over for the Taxi industry

PTC says that fare increase will be up to 4.3%

Maintain Accumulate on ComfortDelGro Corp; unchanged target price of $2.78 (last
close $2.32)

Keeping our target price for now, until exact quantum of fare increase is announced
(our current model assumes 0% change in Rail fares)
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What is the news?

LTA published motor vehicle population and Taxi Driver Vocational Licence (TDVL)
data for July 2018

Figure 1: Taxi and Rental cars population, Taxi Driver Vocational Licence (TDVL) data

Y/E Dec Jul-18  Jul-17 YoY Dec-17 YTD Jun-18 MoM
Taxi 21,176 25,325 -16.4% 23,140 -8.5% 21,164 +0.1%
Rental cars 67,892 64,401 +5.4% 68,083 -0.3% 68,817 -1.3%
Valid TDVL holders 97,002 97,854 -0.9% 96,085 +1.0% 96,336 +0.7%
Jul-18  Jul-17 YoY 7M18 7M17 YoY
TDVLissued 301 95 +217% 2,320 1,060 +119%

Source: Bloomberg, LTA, PSR
PTC has commenced the annual 2018 Fare Review Exercise. Public transport
operators may submit their fare applications by Oct. 1, and the PTC will announce its
decision on the fare adjustment quantum in 4Q18

Phillip Securities Research Pte Ltd (A member of PhillipCapital) Co. Reg. No. 198803136N © PhillipCapital 2018. All Rights Reserved. For internal circulation only.
Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to parties outside the presentation.

Phillip Securities accepts no liability whatsoever with respect to the use of this document or its contents.




How do we view this? ™ PhillipCapital
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The Positives
= Marginal +0.1% MoM growth in taxi population
= Rate of YoY decline in taxi population continues to show sign of bottoming

= Rental cars YoY growth continues to taper; second consecutive month of single-digit
growth from double-digit growth since December 2013

= Momentum for TDVL issued has been maintained

= SBS Transit's Rail segment will benefit from higher fares
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Investment Action PhillipCapital
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Maintain Overweight on Land Transport sector

= Positive industry restructuring: exit of Uber from ride-hailing

= Worst is over for Taxi industry: CDG is buying new taxis, MoM increase in taxi
population

Maintain Accumulate on ComfortDelGro Corp; unchanged target price of $2.78

(last close $2.32)
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Decline in Taxi population is stabilising Taxi population YoY contraction shows sign of

Rental cars population stagnating bottoming

Rental cars YoY growth continues to taper
down, to single-digit growth rate

Fgure 2: Monthly Taxi and Rental cars population Hgure 3: Taxi and Rental cars YoY growth
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All fleets declined during 7M18-YTD
Taxi population contracted -8.5% YTD

Hgure 4: YTD comparison of Individual taxi fleets, Dec-17 vs. Jul-18
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Spike in TDVL issued has been sustained

Figure 5: Monthly No. of TDVL issued
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Number of valid TDVL holders grew +1.0% YTD

Hgure 6: Monthly total No. of valid TDVL holders
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Archived Webinar videos can be accessed at: Phillip Securities Research Pte Ltd

Paul Chew, Head of Research

https://www.stocksbnb.com/webinars/

Jeremy Ng, Technical Analysis

Richard Leow, Transport | REITs (Industrial)

Tan Dehong, REITs (Commercial, Retail, Healthcare) | Property
Tara Wong, REITs (Commercial, Retail, Healthcare) | Property

Chen Guangzhi, Oil and Gas | Energy

Tin Min Ying, Banking & Finance

Alvin Chia, Telco | Technology

Stoc kS B n B ° co m Mike Zheng Jieyuan, China/HK Markets

Mohamed Amiruddin, Marketing & Operations

Have an opinion or questions on our reports?
Post them in the comments section of the report!
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