May 13, 2020

RCE Capital Bhd (rce mk)

Sail into this safe harbour

Maintain BUY and trim TP by 1% to MYR1.92 TP

RCE is faring well during this Covid-19 pandemic. Thus, we trim our EPS
estimates by only 3-5%. In our view, RCE is one of a handful of companies
that has a stable earnings outlook. It stands to benefit even more from
rapidly falling interest rates. Ascribing an unchanged 0.93x end-CY20
P/BV, we trim our TP to MYR1.92 from MYR1.94. RCE offers high cash
dividend yields of ~6% p.a. on low DPRs (33-34%) which can be raised. To
boot, shareholders may be rewarded with special share dividends.

Faring well during this Covid-19 pandemic

As a non-bank financial institution, RCE is not required to offer
moratoriums to its customers but it did. Yet, it allowed <1% of its gross
financing to undergo moratorium. This is because RCE disburses 100% of
its personal financing to civil servants whose salaries have been
relatively unaffected by the Covid-19 pandemic. Its main collection
agent, ANGKASA, has also been operating as usual. Thus, RCE is not
suffering liquidity issues and can freely disburse financing.

Trim EPS estimates by only 3-5%

To be fair, we understand that the turnaround time to process new
financing has increased. Also, ‘expected credit loss’ models under MFRS 9
will likely require RCE to recognise more credit costs (regardless of
credit quality) due to the poorer Malaysian economy. Thus, we trim our
FY21E/FY22E gross financing growth forecast to +3%/+3% from +5%/+4%
and raise our FY20E-FY22E credit cost ratio forecasts to 1.5% from 1.2%.
Yet, we trim our FY20E/FY21E/FY22E EPS estimates by only 3%/4%/5%.

Still very much a BUY in our books

Notwithstanding, we still forecast FY20E core net profit to cross the
MYR100m mark. In our view, not many companies listed on Bursa
Malaysia have such stable earnings growth prospects. Also, there is
upside potential to earnings from lower cost of funds (COF). We estimate
that every 25bps reduction in average COF will accrete 3% to earnings.
After a recent spate of share buybacks, we also reiterate our view that
shareholders may be rewarded with share dividends in the future.

FYE Mar (MYR m) FY18A FY19A FY20E FY21E FY22E
Operating income 188 200 215 228 238
Pre-provision profit 147 155 167 178 187
Core net profit 89 96 103 110 115
Core FDEPS (MYR) 0.26 0.28 0.29 0.31 0.33
Core FDEPS growth(%) 9.0 7.6 3.8 71 4.8
Net DPS (MYR) 0.07 0.09 0.10 0.11 0.11
Core FD P/E (x) 4.7 5.8 6.1 5.7 5.4
P/BV (x) 0.8 1.0 0.9 0.8 0.8
Net dividend yield (%) 5.7 5.5 5.6 5.9 6.2
Book value (MYR) 1.52 1.71 1.90 2.12 2.34
ROAE (%) 18.5 17.3 16.6 15.9 15.0
ROAA (%) 5.0 4.7 4.5 4.7 4.7
Consensus net profit - - 108 114 121
MKE vs. Consensus (%) - - (5.0) (3.6) (4.4)
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BUY

Share Price MYR 1.77
12m Price Target MYR 1.92 (+15%)
Previous Price Target MYR 1.94

Company Description

RCE Capital is principally involved in the provision of
general financing services.

Statistics
52w high/low (MYR) 1.81/1.38
3m avg turnover (USDm) 0.3
Free float (%) 27.7
Issued shares (m) 369
Market capitalisation MYR653.0M
USD151M
Major shareholders:
Cempaka Empayar Sdn. Bhd. 56.3%
RCE Capital Bhd. 5.5%
Employees Provident Fund 2.3%
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RCE Capital Bhd

Faring well during this Covid-19 pandemic

Due to the economic havoc caused by the Covid-19 pandemic, banks are offering
six month moratoriums to individual and small and medium sized enterprise
customers from 1 Apr 2020. Banks will not even charge additional interest on hire
purchase loans/financing during the moratorium period. While non-bank financial
institutions (NBFI) are not required to offer moratoriums to their customers, our
channel checks reveal that many of their customers had problems repaying their
debts due to the Movement Control Order (MCO) (commenced on 18 Mar 2020)
causing liquidity issues and slowing loans/financing growth for many NBFls.

Figure 1: RCE Capital business model
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Source: Company

That said, we are pleased to note that RCE was relatively unscathed. As a NBFI,
RCE is not required to offer moratoriums to its customers but it did.
Notwithstanding, we understand that RCE allowed less than 1% of its gross
financing and receivables to undergo six months moratorium. Recall that RCE
(through two cooperatives) only provides personal financing to civil servants
whose salaries have been relatively unaffected by the Covid-19 pandemic and
MCO. We also understand that its main collection agent, ANGKASA, is operating
as usual throughout the MCO. Thus, RCE is not suffering the liquidity issues that
many of its peers are experiencing.

Trim EPS estimates by only 3-5%

As RCE is not suffering the liquidity issues that many NFBIs are, it can still
disburse financing as it sees fit and grow its gross financing and receivables book.
To be fair, we understand that the turnaround time to process applications for
new financing has increased as most civil servants are confined to their homes
during the MCO and this is causing them to require more time to furnish
supporting documentation. Thus, we trim our FY21E/FY22E gross financing and
receivables growth forecast from +5%/+4% to +3%/+3%. Our FY20E gross financing
and receivables growth forecast is unchanged at +5%. Our revised FY21E gross
financing and receivables growth forecast is 1ppt higher than our CY20 banking
industry loans growth forecast of +2%.
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Figure 2: RCE Capital gross financing and receivables (WYRm)
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Source: Company

We also expect a slight uptick in credit costs going forward. Recall that RCE
transitioned from an ‘incurred loss model’ under MFRS 139 to an ‘expected credit
loss model’ (ECL) under MFRS 9 on 1 Apr 2018. The measurement of ECL
requires:-

applying significant judgements and estimates which include the
identification of financing and receivables with significant
deteriorations in credit quality; and

assumptions used in ECL models such as expected future cash flows,
time value of money, forward looking macroeconomic factors and
probability-weighted scenarios.

As we forecast the Malaysian economy to contract 3.3% in CY20, we gather that
ECL models will require RCE to recognise more credit costs even though the
credit quality of its financing and receivables has not deteriorated significantly.
Thus, we raise our FY20E-FY22E credit cost ratio forecasts to 1.5% from 1.2%.

Figure 3: RCE Capital credit cost on gross financing and receivables

7.0%

6.0%

5.0%

4.0%

3.0%

2.0%

1.0%

0.0%

2.3%

6.0%
5.5%

2.4%
1.9%

1.9%

1.4% 1.2%

FY3/11
FY3/12
FY3/13
FY3/14
FY3/15
FY3/16
FY3/17
FY3/18
FY3/19
3QFY3/20*

* four quarters moving average

Source: Company

May 13, 2020

Maybank B Research



RCE Capital Bhd

Net impact of the above is to trim our FY20E/FY21E/FY22E EPS estimates by
3%/4%/5% (Fig. 4). As the cut in our EPS estimates was minor, we leave our
FY20E/FY21E/FY22E DPS estimates unchanged at 10.0sen/10.5sen/11.0sen. At its
last price, RCE still offers attractive dividend yields of ~6% p.a. Despite our lower
earnings estimates, we still forecast FY20E core net profit to cross the MYR100m
mark and grow at 6% CAGR from FY20E to FY22E (Fig. 5). In our view, not many
companies listed on Bursa Malaysia with the exception of glove companies and

selected consumer companies have such stable earnings growth prospects.

Figure 4: Major assumptions and financial estimates

FY3/18AFY3/19A FY3/20E FY3/21E FY3/22E

Previous assumptions

Gross financing growth 8.0% 5.2% 5.0% 5.0% 4.0%
Credit cost as % of average gross financing 1.9% 1.4% 1.2% 1.2% 1.2%
Revised assumptions
Gross financing growth 8.0% 5.2% 5.0% 3.0% 3.0%
Credit cost as % of average gross financing 1.9% 1.4% 1.5% 1.5% 1.5%
Unchanged assumptions
Estimated average financing yield 13.4% 13.9% 14.3% 14.3% 14.3%
Estimated average cost of funds 5.5% 5.4% 5.4% 5.3% 5.3%
Previous financial estimates
Core net profit (MYRm) 88.7 95.5 106.0 114.1 121.2
Core FD EPS (sen) 26.0 27.9 30.0 32.2 34.3
Revised financial estimates
Core net profit (MYRm) 88.7 95.5 102.6 109.9 115.2
Core FD EPS (sen) 26.0 27.9 29.0 31.1 32.6
Source: Company, Maybank Kim Eng
Figure 5: Core net profit (M\YRm)
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Still very much a BUY in our books

At risk of sounding like a broken record, we believe that there is still upside
potential to our earnings estimates from lower cost of funds (COF). Recall that
RCE has been issuing Zamarad sukuk tranches at lower and lower profit rates in
tandem with Malaysian Government Securities (MGS) 10-year yields (Fig. 6 and
7). Thanks to easier monetary conditions around the world, the MGS 10-year yield
has fallen to 2.8% (Fig. 7). We assume that RCE will issue future Zamarad sukuk
tranches at profits rates of 4.3% which implies MGS 10-year yields of 3.4%.
Assuming similar 80-90bps spreads, future Zamarad sukuk tranches maybe issued
at even lower profit rates of 3.6-3.7%. All others being equal, we estimate that
every 25bps reduction in average COF will accrete ~MYR3m or 3% to our earnings
estimates. For now, we maintain our average COF forecasts as per Fig. 4.

Figure 6: Outstanding sukuk issued by RCE Capital

Maybank B Research

Figure 7: Malaysia Government Securities 10-year yield (%)
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We ascribe an unchanged target end-CY20 P/BV of 0.93x (0.5x above the five
year average 12-month forward P/BV) to arrive at a slightly lower TP of MYR1.92
(MYR1.94 previously). As a sanity check, our target end-CY20 P/BV of 0.93x
corresponds to end-CY20 P/NTA of 1.00x. While we forecast ROAEs to ease a tad
going forward, at the very least, we do not believe that RCE should trade below
1.00x P/NTA given that we forecast still high-ish ROAEs of at least 15% (Fig. 8).
Moreover, RCE can improve its ROAEs by employing higher DPRs. Our DPS
estimates are premised on a modest 33-34% DPR.

Figure 8: RCE Capital return on average equity (ROAE)

Figure 9: RCE Capital rolling 12M forward P/BV
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Moreover, we maintain our view that RCE may distribute its treasury shares as
share dividends. To date, RCE has bought back 22.6m ordinary shares that it has
retained as treasury shares (bought back 2.2m ordinary shares in Mar 2020
alone). These treasury shares account for 6.1% of its total number of outstanding
ordinary shares. Our ‘back of the envelope’ calculations indicate that RCE can
distribute treasury shares as share dividends on the basis of 1 treasury share for
every 20 ordinary shares held and still be left with 5.1m treasury shares. With
15% upside potential still (6% from cash dividend yield), we maintain our BUY call
on RCE.

Figure 10: Potential treasury shares distributable as share dividends

Description m
Number of outstanding ordinary shares as at 8 May 2020 (A) 372.9
Number of treasury shares as at 8 May 2020 (B) 22.6
Number of ordinary shares after setoff as at 8 May 2020 (C=A-B) 350.3
Number of treasury shares distributed on basis of 1 treasury share for every 20 ordinary shares held (D=C/20) 17.5
Number of treasury shares remaining (E=B-C) 5.1

Source: Bursa Malaysia, Maybank Kim Eng
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Value Proposition

= RCE Capital provides personal financing, the ultimate
customers being civil servants.

= With a gross financing balance of just MYR1.8b, we
estimate that its market share is only 2%.

= Non-performing financing kept in check thanks to non-
discretionary direct salary deductions.

= Competitive advantage lies in fast financing processing
turnaround time of 48 hours.

= ROE generation surpasses that of the average for the
overall banking industry.
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Financial Metrics

= Introduced a better credit scoring model in 2013. Forecast
gross financing growth of 3-5% p.a. over the next three
years.

= Average financing yields may be peaking at 14% but
average cost of funds is falling.

= Asset quality better than before. New financing are
smaller in size (<MYR20k) and their NPF ratios are low
(<2%).

= Forecast stable three-year forward core net profit CAGR of
6% p.a.

= There is room for dividends to surprise to the upside as its
DPR policy is only 20-40%.

Core net profit (M\YRm)
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Price Drivers

Historical share price trend
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1. Proposed special interim DPS of 10.5 sen. Still paid a final
DPS of 3.5sen.

2. Proposed capital repayment of MYR0.075/shr and 4-into-1
share consolidation.

3. 1QFY17 net profit surged 86% YoY as FY17 revenue grew
39% YoY.

4. FY17 net profit surged 98% YoY as FY17 revenue grew 38%
YoY.

5. Concerns arise that the government may reduce the size
of the civil service.

Swing Factors
Upside

= Easing competition - competitors have been reducing
their exposure to personal financing.

= Lower cost of funds - we estimate that every 25bps
reduction in cost of funds will accrete 3% to earnings.

= Access to CCRIS - if RCE Capital gains access to CCRIS, it
can better assess customers’ total indebtedness.

Downside

= High household debt - Household debt to GDP is elevated
at >80% and may crimp customers’ repayment ability.

= Need to leverage - RCE Capital cannot take deposits and
thus, has to assume debt to finance its financing.

= Asset-liability duration mismatch - customers’ repayment
may not match RCE Capital’s debt repayment.

samuel.y@maybank-ib.com I
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FYE 31 Mar FY18A FY19A FY20E FY21E FY22E
Key Metrics

Core P/E (x) 4.7 5.8 5.9 5.6 5.3
Core FD P/E (x) 4.7 5.8 6.1 5.7 5.4
P/BV (x) 0.8 1.0 0.9 0.8 0.8
P/NTA (x) 0.9 1.0 1.0 0.9 0.8
Net dividend yield (%) 5.7 5.5 5.6 5.9 6.2
INCOME STATEMENT (MYR m)

Islamic banking income 149.2 164.2 176.5 187.9 196.3
Other income 39.1 35.8 38.6 40.1 41.3
Total non-interest income 188.3 200.0 215.1 228.0 237.6
Operating income 188.3 200.0 215.1 228.0 237.6
Staff costs (22.4) (21.4) (23.2) (24.1) (24.8)
Other operating expenses (18.9) (23.8) (24.5) (25.5) (26.2)
Operating expenses (41.3) (45.2) (47.7) (49.5) (51.0)
Pre-provision profit 147.0 154.8 167.4 178.5 186.6
Other allowances (29.6) (23.7) (26.6) (27.6) (28.5)
Associates & JV income 0.0 0.0 0.0 0.0 0.0
Pretax profit 117.4 131.1 140.8 150.9 158.1
Income tax (28.7) (35.6) (38.2) (40.9) (42.9)
Reported net profit 88.7 95.5 102.6 109.9 115.2
Core net profit 88.7 95.5 102.6 109.9 115.2
BALANCE SHEET (MYR m)

Cash & deposits with banks 197.2 492.4 496.0 535.7 578.4
Sec. under resale agreements 0.0 0.0 0.0 0.0 0.0
Derivatives financial assets 0.0 0.0 0.0 0.0 0.0
Dealing securities 0.0 0.0 0.0 0.0 0.0
Available-for-sale securities 0.0 0.0 0.0 0.0 0.0
Investment securities 0.0 0.0 0.0 0.0 0.0
Financing and advances 1,528.5 1,602.4 1,680.2 1,726.9 1,774.9
Fixed assets 6.2 4.5 4.5 4.5 4.5
Intangible assets 47.3 47.3 47.3 47.3 47.3
Other assets 79.5 79.5 79.5 79.5 79.5
Total assets 1,858.8 2,226.1 2,307.6 2,394.0 2,484.7
Derivatives financial instruments 0.0 0.0 0.0 0.0 0.0
Subordinated debt 0.0 0.0 0.0 0.0 0.0
Other securities in issue 766.9 1,005.2 1,225.2 1,325.2 1,425.2
Other borrowings 230.4 280.8 189.3 101.3 14.2
Other liabilities 342.2 356.6 237.4 238.1 238.6
Total liabilities 1,339.5 1,642.6 1,651.9 1,664.6 1,678.0
Share capital 44.7 154.5 160.0 160.0 160.0
Reserves 474.6 429.1 495.6 569.3 646.7
Shareholders' funds 519.3 583.5 655.6 729.4 806.7
Preference shares 0.0 0.0 0.0 0.0 0.0
Minority interest 0.0 0.0 0.0 0.0 0.0
Total equity 519.3 583.5 655.6 729.4 806.7
Total liabilities & equity 1,858.8 2,226.1 2,307.6 2,394.0 2,484.7
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FYE 31 Mar FY18A FY19A FY20E FY21E FY22E
Key Ratios

Growth (%)

Net interest income na na na na na
Non-interest income 9.7 6.2 7.6 6.0 4.2
Operating expenses (4.1) 9.4 5.6 3.8 2.9
Pre-provision profit 14.3 5.3 8.1 6.6 4.5
Core net profit 12.3 7.7 7.4 71 4.8
Gross loans 8.0 5.2 5.0 3.0 3.0
Customer deposits na na na na na
Total assets 9.2 19.8 3.7 3.7 3.8
Profitability (%)

Non-int. income/Total income 100.0 100.0 100.0 100.0 100.0
Cost/income 21.9 22.6 22.2 21.7 21.5
Liquidity (%)

Loans/customer deposits na na na na na
Asset quality (%)

Capital adequacy (%)

CET1 na na na na na
Tier 1 capital na na na na na
Risk-weighted capital na na na na na
Returns (%)

ROAE 18.5 17.3 16.6 15.9 15.0
ROAA 5.0 4.7 4.5 4.7 4.7
Shareholders equity/assets 27.9 26.2 28.4 30.5 32.5

Source: Company; Maybank
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “MKE") and consequently no representation is made as to the accuracy or completeness of this report by MKE and it should not be relied upon as such.
Accordingly, MKE and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, indirect or consequential
losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior
notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims
any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances af ter the date of this publication or to reflect the occurrence of
unanticipated events.

MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time participate or
invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or holding, or
other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities mentioned in
the material presented in this report. One or more directors, officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report to the extent
permitted by law.

This report is prepared for the use of MKE's clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any form or
manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for the actions of third parties in this respect.

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 law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank KERPL") in Singapore has no
obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact Maybank KERPL in Singapore in respect of any matters arising
from, or in connection with, this report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore
Securities and Futures Act), Maybank KERPL shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Kim Eng Securities (Thailand)
Public Company Limited. Maybank Kim Eng Securities (Thailand) Public Company Limited (“MBKET") accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MBKET Institutional and Retail Research departments may differ in
either recommendation or target price, or both. MBKET reserves the rights to disseminate MBKET Retail Research reports to institutional investors who have requested to receive it. If you
are an authorised recipient, you hereby tacitly acknowledge that the research reports from MBKET Retail Research are first produced in Thai and there is a time lag in the release of the
translated English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D") regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the 10D is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBKET does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MBKET does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA™), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All
responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE is prohibited or restricted by any
legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material
concerning investments to you under relevant legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned
within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue, 11th Floor, New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report.
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UK

This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL") which is authorized and regulated, by the Financial Conduct Authority and is for
Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any
inclusion of a third party link is for the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the
individuals own risk. Nothing in this report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own
independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by Maybank KERPL (Co. Reg No 198700034E) which is
regulated by the Monetary Authority of Singapore. Indonesia: PT Maybank Kim Eng Securities (“PTMKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is
regulated by the Financial Services Authority (Indonesia). Thailand: MBKET (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of
Finance and the Securities and Exchange Commission. Philippines: Maybank ATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities
and Exchange Commission. Vietnam: Maybank Kim Eng Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: KESHK
(Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited (“KESI”) is a participant of the National Stock Exchange of
India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). KESI is also registered with SEBI as Category 1
Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057) US: Maybank KESUSA is a member of/ and is authorized and regulated by the FINRA - Broker ID
27861. UK: Maybank KESL (Reg No 2377538) is authorized and regulated by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or may
have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating to
those companies.

Singapore: As of 13 May 2020, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MBKET may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore,
Investors should exercise their own judgment before making any investment decisions. MBKET, its associates, directors, connected parties and/or employees may from time to time have
interests and/or underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 13 May 2020, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 13 May 2020, and at the end of the month immediately preceding the date of publication of the research report, KESI, authoring analyst or their associate / relative does not
hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research
report.

In the past twelve months KESI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the
entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and
forward interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a
structured product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE.
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Historical recommendations and target price: RCE Capital Bhd (RCE MK)

Maybank B Research

13 Nov 26 Feb 18 Apr 22 Aug 21 Jan 19 Feb
Buy : RM2.0 Buy : RM2.0 Hold : RM1.8 Buy : RM1.8 Buy : RM1.9 Buy : RM1.9
1.9 4
1.8 4
1.7 4
1.6 4
15 4
1.4 4
1.3 T T T T T T
Nov-18 Feb-19 May-19 Aug-19 Nov-19 Feb-20 May-20
—— RCE Capital Bhd
Definition of Ratings
Maybank Kim Eng Research uses the following rating system
BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only
applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment
ratings as we do not actively follow developments in these companies.
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