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All is well at Labuan Methanol

Labuan Methanol is a world class facility

We visited PCHEM’s Labuan Methanol plant. The visit affirmed our view
that the operation is very profitable due to its efficient and low cost
structure. The plant is a consistent profit contributor to the Group, but
the quantum varies, depending on the realised Methanol prices. There
are no growth plans as there is no available land to expand and the
Group has set its sights to develop its speciality chemicals portfolio. No
change to our earnings forecasts for PCHEM, HOLD call and TP of
MYR9.70 based on 9.2x EV/EBITDA, 10% premium to peers (unchanged).

World scale operations

Labuan Methanol consists of two plants with a combined capacity of
2.33m tonnes per year, thus making it the third largest single-site
Methanol plant in the world. It is ranked 10t globally in terms of
production volumes, commanding a market share of +2.7%. Its products
have a high quality rating of AA (as certified by IMPCA) and also have a
‘halal’ certification by JAKIM, which enables it to be use in perfume
products. Majority of its products are exported namely to Japan, South
Korea and China. Domestic consumption is small at only <10% of volume.

Positive outlook for Methanol

The global consumption of Methanol is 78m tonnes in 2017 and will grow
by 5% p.a. up till 2021 based on IHS forecast. Methanol is used in a wide
range list of products. Recently, it has increasingly been used as fuel and
blended to gasoline due to its superior environment footprint. China also
is increasingly using Methanol as a petrochemical feedstock.

Labuan Methanol firing all its cylinders

Labuan Methanol is operating at capacity and we believe that the
operation is close to optimum. There are multiple back-ups to ensure
uninterrupted operations and all key raw materials (natural gas, oxygen,
process water, power) are managed by Labuan Methanol themselves.

FYE Dec (MYR m) FY16A FY17A FY18E FY19E FY20E
Revenue 13,860 17,407 17,955 17,879 20,216
EBITDA 5,291 6,618 6,866 7,200 7,667
Core net profit 3,183 4,192 4,397 4,709 5,140
Core EPS (sen) 39.8 52.4 55.0 58.9 64.3
Core EPS growth (%) 14.5 31.7 4.9 7.1 9.2
Net DPS (sen) 19.0 19.0 28.0 30.0 33.0
Core P/E (x) 17.5 14.7 17.1 15.9 14.6
P/BV (x) 2.1 2.2 2.5 2.3 2.1
Net dividend yield (%) 2.7 2.5 3.0 3.2 3.5
ROAE (%) 11.3 15.3 15.2 15.0 15.0
ROAA (%) 10.1 12.9 13.0 13.2 13.4
EV/EBITDA (x) 9.4 8.5 9.6 8.9 7.9
Net gearing (%) (incl perps) net cash net cash net cash net cash net cash
Consensus net profit - - 4,450 4,555 5,041
MKE vs. Consensus (%) - - (1.2) 3.4 2.0
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Share Price MYR 9.38
12m Price Target MYR 9.70 (+3%)
Previous Price Target MYR 9.70

Company Description

Petronas Chemicals

Group Bhd manufactures,

markets, and sells petrochemicals.

Statistics
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Major shareholders:

Government of Malaysia
Employees Provident Fund
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Labuan Methanol Plant

History

The operations started in 1984 by Sabah Energy (not listed) with an initial
capacity of 0.67m tonnes p.a.. The facility is built on reclaimed land on the
southern tip of Labuan Island as the sea is relatively sheltered from currents and
has a decent draft of 10-11m. The complex size is 93 acres.

PETRONAS bought over a 100% interest of the plant in 1992 and renamed it as
Petronas Chemicals Methanol (Labuan) Sdn. Bhd (“Labuan Methanol”). In 2009,
Plant 2 was commissioned next to Plant 1 and adding a further capacity of 1.67m
tonnes p.a.. The combined capacity is 2.33m tonnes, which makes this the third
largest single-site Methanol plant in the world. Labuan Methanol is the tenth
largest producer in the world with a market share of approximately 2.7%.

Labuan Island is the main collection point of all PETRONAS’ offshore gas fields off
the coast of Sabah. The collected natural gas is redistributed via the Sabah-
Sarawak natural gas piped distribution network. Labuan was chosen as the site
for PETRONAS’ Methanol plant due to ample natural gas supply, efficient port
facility, and strategic geographical proximity to key North Asian customers.

The total number of staff working for both the plants in Labuan Methanol is 474.
This consists of operational and non-operational staff. Whenever there is
maintenance shutdown or turnaround activity, there will be significantly more
people working on the premise consisting of third-party contractors and PCHEM’s
own maintenance team from the Group level.

Process chemistry

Methanol Dstiaton
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Steam Reforming Methanol Synthesis Purification

There is a three step process to produce Methanol. First, natural gas is cracked
via steam reforming to form carbon monoxide (CO), carbon dioxide (COz) and
hydrogen gas (H;). The second process is the cracked natural gas undergoing
synthesis whereby CO and CO; combines with H; to form Methanol.

Steam reforming:

Natural gas (Cn-1.4H2n+2) + nH20 > nCO + 3nH;
A (heat) + Pressure + catalyst

Methanol synthesis:

CO + 2H, > CH3OH
A (heat) + Pressure + catalyst

COz + 3H2 > CH3OH + Hzo

A (heat) + Pressure + catalyst
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The raw Methanol is purified via distillation and oxygen gas purging to remove
water and other contaminants. The final product quality is of AA grade as
certified by International Methanol Producers and Consumers Association
(IMPCA). This is considered very high quality whereby the amount of Acetone,
Ethanol and Aldehyds contaminants are at miniscule levels. Customers pay a
premium for this; the premium quantum amount is kept confidential by the
management.

Production cycle

The management has formulated the maintenance schedule as follows: minor
turnaround every 1.5 year, catalyst change every three years and the statutory
heavy turnaround every six years. Management states that this is the ideal
maintenance schedule they adhere to. Thus far, this formulae schedule has
proven successful as Labuan Methanol Plant enjoys high dispatch reliability and
faced very little negative surprises.

The graph below shows the amount of Capex spent for maintenance since 2014
and the Capex amount spent as a percentage of Labuan Methanol’s Property,
Plant and Equipment (PPE). Labuan Methanol spends around MYR60-70m p.a.
which represents 3.1-3.5% of Labuan Methanol’s PPE.

Labuan Methanol’s utilisation rate has also improved as seen below. In 2018 YTD,
the utilisation rate has risen even higher as the management team has
successfully enhanced the operations and eradicated all previous weak points.

Maybank B Research

Labuan Methanol Capex and Capex as % of PPE Labuan Methanol Utilisation rate
Capex (LHS) Capex as % PPE (RHS)
90.3% 89.6%
MYR million
B0 e o m oo mm o - 4%
62.6%
60 -1 3% 57.1%
40 -1 2%
20 +--f - f B -1 1%
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Source: Company Source: Company

Competitive cost structure

Labuan Methanol consumes 340mscf/day of natural gas assuming it is running at
full capacity. The natural gas is supplied by PETRONAS. The process water is
sourced from southern Sabah region and is connected to Labuan Island via
undersea pipelines; it is then processed to be suitable for production use. Labuan
Methanol produces its own power and steam, and it only taps unto the grid for
electricity occasionally. The Oxygen is produced on-site via an air separation
unit.

The price of the natural gas is formularised relative to the actual global market
price of Methanol. This is a dynamic hedging between PETRONAS and PCHEM —
the actual formula is confidential. Therefore, natural gas is a variable cost for
Labuan Methanol. All the other utilities (water, electricity, power) are relatively
fixed in terms of unit price.

October 22, 2018
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Petronas Chemicals Methanol Sdn. Bhd. Financials
Year End: 31 Dec 2014 2015 2016 2017

Figures MYR million, unless otherwise stated

Product sales 1,498 952 1,141 1,242
Lease income 67 197 237 236
Total Revenue 1,565 1,149 1,378 1,478

Operating Costs:

Natural gas -711 -506 -660 -964
Utilities -5 -6 -10 -11
Depreciation -158 -197 -235 -234
Staff cost -95 -74 -80 -67
Administrative -48 -47 -40 -41
Other expenses -200 -102 -42 -74
Total operating cost -1,216 -932 -1,067 -1,391
EBIT 349 217 311 86
EBIT margin 22.3% 18.9% 22.5% 5.8%
Taxation -83 -52 -79 -19
Taxation rate 23.7%  24.0% 25.3% 22.3%
Net profit 267 165 232 67
Net profit margin 17.0% 14.4% 16.8% 4.5%
Cash from operations 361 555 514 358
Dividends paid to Group 0 560 156 840

Operating statistics:
Product volumes (Kmt) 1,332 1,460 2,104 2,088
Utilisation rate (%) 57.1% 62.6% 90.3% 89.6%

Sources: Company, Maybank KE

The table above showcases Labuan Methanol’s financial performance for 2014-17.
The net profit varies tremendously depending on the realised global average
price for Methanol. We were informed that 2018 is shaping up to be very strong
as Labuan Methanol has achieved high plant utilisation rates and Methanol prices
is trending higher and is now at a four year high.

October 22, 2018
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Methanol Outlook

Methanol is the third highest produced petrochemical after ethylene and
propylene. It has wide ranging uses as shown in the graph below.

Methanol end uses
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Demand growth of 5% CAGR over next four years

IHS Markit forecasts that 78m ton of Methanol was consumed in 2017 (excludes
demand from integrated coal-to-Olefin (CTO) facilities) and it is projected to
grow by 5% p.a. from 2018-21. This is a higher rate of growth compared to other
basic petrochemicals which is forecasted to grow at only 3-3.5% p.a..

Methanol global consumption and growth rates

T 20182021 CAGR: 5%
100

20122017 CAGR: 6%

MTO
B Other Energy
M Traditional
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Source: IHS Chemical supply and demand, Apr 2018 Update
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Methanol consumption for traditional uses is growing at a modest pace of 1-2%
p.a. globally. The key driver is population growth as Methanol application is fairly
mature. There are two segments whereby Methanol consumption is growing
rapidly and they are for feedstock in the petrochemical industry and as a fuel as
shown in the table below.

Main uses of Methanol by industry segments

Maybank B Research

Traditional Petrochemical Fuel
Formaldeyhe Methanol to Olefin Marine fuel (650m tons globally)
Acetic acid Fuel blend for gasoline (1.8m tons for Malaysia assuming 15% blend)
Methylamines Fuel blend for diesel (0.9m tons for Malaysia assuming 10% blend)
Fuel blend for cooking gas

() indicates potential demand
Sources: Company, Maybank KE

Methanol-to-Olefin (MTO) process converts Methanol into high purity ethylene,
propylene and butadiene (if desired). These products are further processed into a
host of downstream products. China has been big proponents of the MTO process
as a mean to wean off petrochemical import and promote self-sufficiency. China
initially used its domestic coal as the feedstock to make Methanol via the CTO
process, but it has reduced this practise due to CTO’s high environmental
footprint. China now imports Methanol instead as the feedstock for its
downstream petrochemical products.

Methanol as marine fuel: in order to comply with International Maritime
Organisation (IMO) requirement of 0.5% sulphur limit by 2020. Traditional bunker
of heavy fuel oil does not meet this requirement and it needs to be refined
further to remove sulphur impurities. This adds cost and the price of low sulphur
bunker is comparable to diesel. Thus, most new ships are designed to consume
alternative fuels such as diesel and distillates.

Methanol can also be used as a fuel for marine vessels as it free of sulphur and
substantially reduces other contaminants such as Nitrogen Oxides (NOy) and
particulate matter (PM). Some marine operators in Europe and North America
have started using vessels powered exclusively by Methanol. The environmental
requirement is more stringent in these two regions with a 0.1% sulphur limit that
took effect since 2015. It is proven in Europe that using Methanol is the most cost
effective and easy way to comply with the environmental requirement.

The potential global marine fuel market is huge at 650m tons p.a. of Methanol
equivalent. Despite the huge potential, it is uncertain how many global shippers
will convert to using Methanol as a marine fuel. The outlook is more positive in
Europe and North America due to the more stringent requirements, greater
environmental awareness and existing availability of supply chain.

Methanol used as a fuel blend to reduce smog causing emissions (NOx, Sulphur
oxides) and lower PM. In addition, Methanol increases the octane rating of the
fuel which improved vehicle power and efficiency. Thus far China, Australia, New
Zealand, United Kingdom and Iceland have commercial operations of blending
Methanol into gasoline. The composition varies between 3-15%. Blending with
diesel fuel is also possible but up to a limit of 10%.

Many countries are currently studying and considering blending Methanol into
gasoline such as: USA, Germany, Denmark, Netherlands, Switzerland, Russia,
Azerbaijan, Uzbekistan, Turkmenistan, Egypt, Trinidad and Tobago. Malaysia has
not expressed interest to participate. However, looking into the price comparison
on an energy equivalent basis of Methanol and RON97 petrol as shown in the
graph overleaf, it makes commercial sense to do so from 2010-17. But this
discount has disappeared in 2018 and Methanol price is at a premium to RON97
petrol. The price of subsidised RN95 is almost always cheaper than Methanol.
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Methanol price, Malaysia RON95 and RON97 petrol price Malaysia RON95 and RON97 premium/(discount) relative to
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Methanol price trend

The graph on the bottom left shows the price of Methanol in the USA Gulf area,
China and Europe. There is a slight variation due to local supply-demand
scenarios, distribution cost and taxes/duties. The price has reached bottom in
early 2016 and has since been on a recovering uptrend.

There is a strong correlation between the prices of Methanol and Brent crude oil
as shown on the bottom right graph. The correlation between 2010 till 2018 year-
to-date is at 0.72x. The correlation is even stronger at 0.90x from 2015 up till
recent. Therefore, the current crude price uptrend is a positive indicator for
Methanol prices going forward.

Global Methanol price Methanol and Crude oil (Brent) price
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Value Proposition

Southeast Asia’s largest integrated gas-based chemicals
producer with a nameplate capacity of 12.7 million tpa.
Strong growth pipeline with three expansion projects that
will expand nameplate capacity by -30% scheduled for
completion in 2018-19.

The lowest cost petrochemical producer in Asia Pacific,
ensuring sustainable profits, by our estimate.

Global PMI firmly in expansion territory and tight supply-
demand dynamics suggest product spreads should continue
to be resilient in the short term.

Global Producer Manufacturer Index (PMI)
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Financial Metrics

Consistent improvement in utilisation rates, management
has enhanced maintenance practices and procedures.
Higher utilisation will propel economies of scale as the
fixed cost components are amortised over greater unit
volume.

Assumed utilisation rate of 90%, flat ASP, 7% higher raw
material cost and 16% tax rate for 2018.

Sensitive to naphtha price movement, a 1% change in
naphtha will move earnings by MYR50m (x1.2%)

PCHEM utilisation rate

95.7%

91.0%

85.3%

82.5% 82.5%

81.0% 79.8%

77.9%
76.1%

2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: Company
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Price Drivers

Historical share price trend
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1. Share price tracked the KLCI market.

2. The collapse of crude oil prices caused a de-rating of
petrochemical sector

3. Reported strong profit on better utilisation rate and good
cost control

4. Share price continued to trend in-line with the general
market

5. Share price on an uptrend as rising fuel price pushes up
petrochemical prices as well.

Swing Factors
Upside

= Petrochemical spread continues to be firm.

= Unscheduled closure of major competitors’ production
plants.

= Customers draw in and exhaust their inventories and look
for replenishment of supply.

Downside

= Sudden collapse in petrochemical spreads or extreme
volatility may have an adverse impact on earnings.

= Unscheduled factory shutdowns that could materially
reduce utilisation rates and product volumes.

= Wait-and-see purchase behaviour by customers will
exhibit extreme volatility in the ASP, which may have an
adverse impact on earnings.

mohshin.aziz@maybank-ib.com
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FYE 31 Dec FY16A FY17A FY18E FY19E FY20E
Key Metrics

P/E (reported) (x) 18.4 14.0 17.1 15.9 14.6
Core P/E (x) 17.5 14.7 171 15.9 14.6
P/BV (x) 2.1 2.2 2.5 2.3 2.1
P/NTA (x) 2.1 2.2 2.5 2.3 2.1
Net dividend yield (%) 2.7 2.5 3.0 3.2 3.5
FCF yield (%) 0.9 3.0 4.5 6.4 9.8
EV/EBITDA (x) 9.4 8.5 9.6 8.9 7.9
EV/EBIT (x) 12.3 10.7 12.0 10.9 9.3
INCOME STATEMENT (MYR m)

Revenue 13,860.0 17,407.0 17,954.6 17,879.1 20,216.0
Gross profit 5,324.0 6,386.0 6,611.4 7,044.4 7,805.3
EBITDA 5,291.0 6,618.0 6,866.1 7,200.1 7,666.6
Depreciation (1,337.0) (1,589.0) (1,646.8) (1,722.4) (2,005.4)
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 4,046.0 5,240.0 5,461.9 5,899.7 6,505.2
Net interest income /(exp) 47.0 (20.0) (24.0) (28.8) (34.6)
Associates & JV 17.0 16.0 96.0 126.0 156.0
Exceptionals 0.0 0.0 0.0 0.0 0.0
Other pretax income 0.0 0.0 0.0 0.0 0.0
Pretax profit 4,110.0 5,236.0 5,533.9 5,996.9 6,626.7
Income tax (888.0) (822.0) (885.4) (1,019.5) (1,192.8)
Minorities (290.0) (237.0) (251.0) (268.8) (293.4)
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 2,932.0 4,177.0 4,397.5 4,708.6 5,140.5
Core net profit 3,183.0 4,192.0 4,397.5 4,708.6 5,140.5
BALANCE SHEET (MYR m)

Cash & Short Term Investments 7,403.0 6,674.0 10,204.3 11,734.4 15,470.4
Accounts receivable 2,639.0 2,370.0 1,701.5 1,625.2 1,861.6
Inventory 1,383.0 1,723.0 1,588.1 1,516.9 1,737.5
Reinsurance assets 0.0 0.0 0.0 0.0 0.0
Property, Plant & Equip (net) 18,543.0 20,792.0 19,242.1 20,269.7 19,064.3
Intangible assets 3.0 1.0 0.0 0.0 0.0
Investment in Associates & JVs 1,363.0 1,234.0 1,172.0 1,172.0 1,172.0
Other assets 614.0 468.0 435.0 435.0 435.0
Total assets 31,948.0 33,262.0 34,342.9 36,753.1 39,740.8
ST interest bearing debt 23.0 0.0 0.0 0.0 0.0
Accounts payable 2,208.0 3,217.0 2,394.0 2,383.9 2,695.5
Insurance contract liabilities 0.0 0.0 0.0 0.0 0.0
LT interest bearing debt 0.0 0.0 0.0 0.0 0.0
Other liabilities 1,404.0 1,177.0 1,017.0 859.0 742.0
Total Liabilities 3,635.0 4,394.0 3,410.5 3,243.3 3,437.0
Shareholders Equity 26,960.2 27,783.2 30,191.7 32,769.1 35,563.0
Minority Interest 1,352.8 1,084.8 740.8 740.8 740.8
Total shareholder equity 28,313.0 28,868.0 30,932.5 33,509.9 36,303.8
Total liabilities and equity 31,948.0 33,262.0 34,342.9 36,753.2 39,740.8
CASH FLOW (MYR m)

Pretax profit 4,110.0 5,236.0 5,533.9 5,996.9 6,626.7
Depreciation & amortisation 1,337.0 1,589.0 1,646.8 1,722.4 2,005.4
Adj net interest (income)/exp 0.0 (191.0) (234.1) (246.8) (260.1)
Change in working capital 0.0 (907.0) (19.6) 137.4 (145.5)
Cash taxes paid (799.0) (617.0) (885.4) (1,019.5) (1,192.8)
Other operating cash flow 0.0 623.0 789.4 893.5 1,036.8
Cash flow from operations 3,958.0 5,311.0 7,309.6 7,553.4 8,116.6
Capex (3,428.0) (3,446.0) (3,962.9) (2,750.0) (800.0)
Free cash flow 530.0 1,865.0 3,346.7 4,803.4 7,316.6
Dividends paid (2,133.0) (2,474.0) (2,849.4) (3,070.3) (3,377.4)
Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0
Change in Debt (629.0) (78.0) (708.0) (78.0) (78.0)
Other invest/financing cash flow 604.0 83.0 3,866.0 0.0 0.0
Effect of exch rate changes 324.0 (125.0) (125.0) (125.0) (125.0)
Net cash flow (1,304.0) (729.0) 3,530.3 1,530.1 3,736.3

October 22, 2018
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FYE 31 Dec FY16A FY17A FY18E FY19E FY20E
Key Ratios

Growth ratios (%)

Revenue growth 2.4 25.6 3.1 (0.4) 13.1
EBITDA growth 13.5 25.1 3.7 4.9 6.5
EBIT growth 7.7 29.5 4.2 8.0 10.3
Pretax growth 7.2 27.4 5.7 8.4 10.5
Reported net profit growth 5.4 42.5 5.3 71 9.2
Core net profit growth 14.5 31.7 4.9 71 9.2
Profitability ratios (%)

EBITDA margin 38.2 38.0 38.2 40.3 37.9
EBIT margin 29.2 30.1 30.4 33.0 32.2
Pretax profit margin 29.7 30.1 30.8 33.5 32.8
Payout ratio 51.8 36.4 50.9 51.0 51.4
DuPont analysis

Net profit margin (%) 21.2 24.0 24.5 26.3 25.4
Revenue/Assets (x) 0.4 0.5 0.5 0.5 0.5
Assets/Equity (x) 1.2 1.2 1.1 1.1 1.1
ROAE (%) 11.3 15.3 15.2 15.0 15.0
ROAA (%) 10.1 12.9 13.0 13.2 13.4
Liquidity & Efficiency

Cash conversion cycle 9.6 13.9 4.3 5.7 4.6
Days receivable outstanding 52.5 51.8 40.8 33.5 31.0
Days inventory outstanding 64.8 50.7 52.5 51.6 47.2
Days payables outstanding 107.8 88.6 89.0 79.4 73.7
Dividend cover (x) 1.9 2.7 2.0 2.0 1.9
Current ratio (x) 4.7 3.2 5.2 5.8 6.6
Leverage & Expense Analysis

Asset/Liability (x) 8.8 7.6 nm nm nm
Net gearing (%) (incl perps) net cash net cash net cash net cash net cash
Net gearing (%) (excl. perps) net cash net cash net cash net cash net cash
Net interest cover (x) na nm nm nm nm
Debt/EBITDA (x) 0.0 0.0 0.0 0.0 0.0
Capex/revenue (%) 24.7 19.8 22.1 15.4 4.0
Net debt/ (net cash) (7,380.0) (6,674.0) (10,204.3) (11,734.4) (15,470.4)

Source: Company; Maybank

October 22, 2018

Maybankla Research



Petronas Chemicals

Research Offices

Maybankla Research

REGIONAL

MALAYSIA

HONG KONG / CHINA

THAILAND

Sadiq CURRIMBHOY

Regional Head, Research & Economics
(65) 6231 5836
sadig@maybank-ke.com.sg

WONG Chew Hann, CA

Regional Head of Institutional Research

(603) 2297 8686
wchewh@maybank-ib.com

ONG Seng Yeow

Regional Head of Retail Research
(65) 6231 5839
ongsengyeow@maybank-ke.com.sg

ECONOMICS

Suhaimi ILIAS

Chief Economist

Malaysia | Philippines | China
(603) 2297 8682
suhaimi_ilias@maybank-ib.com

CHUA Hak Bin

Regional Thematic Macroeconomist
(65) 6231 5830
chuahb@maybank-ke.com.sg

LEE Ju Ye

Singapore

(65) 6231 5844
leejuye@maybank-ke.com.sg

Dr Zamros DZULKAFLI
(603) 2082 6818
zamros.d@maybank-ib.com

Ramesh LANKANATHAN

(603) 2297 8685
ramesh@maybank-ib.com

FX

Saktiandi SUPAAT

Head, FX Research

(65) 6320 1379
saktiandi@maybank.com.sg

Christopher WONG
(65) 6320 1347
wongkl@maybank.com.sg

Leslie TANG
(65) 6320 1378
leslietang@maybank.com.sg

Fiona LIM
(65) 6320 1374
fionalim@maybank.com.sg

STRATEGY

Sadiq CURRIMBHOY
Global Strategist

(65) 6231 5836
sadig@maybank-ke.com.sg

Willie CHAN

Hong Kong / Regional

(852) 2268 0631
williechan@kimeng.com.hk

FIXED INCOME

Winson PHOON, AcA
(65) 6231 5831
winsonphoon@maybank-ke.com.sg

Se Tho Mun Yi

(603) 2074 7606
munyi.st@maybank-ib.com

October 22, 2018

WONG Chew Hann, CA Head of Research
(603) 2297 8686 wchewh@maybank-ib.com
« Strategy

Desmond CH’NG, ACA

(603) 2297 8680
desmond.chng@maybank-ib.com
« Banking & Finance

LIAW Thong Jung
(603) 2297 8688 tjliaw@maybank-ib.com
« Oil & Gas Services- Regional

ONG Chee Ting, CA
(603) 2297 8678 ct.ong@maybank-ib.com
« Plantations - Regional

Mohshin AZIZ
(603) 2297 8692 mohshin.aziz@maybank-ib.com
« Aviation - Regional « Petrochem

YIN Shao Yang, CPA
(603) 2297 8916 samuel.y@maybank-ib.com
« Gaming - Regional « Media

TAN Chi Wei, CFA
(603) 2297 8690 chiwei.t@maybank-ib.com
« Power ¢ Telcos

WONG Wei Sum, CFA
(603) 2297 8679 weisum@maybank-ib.com
« Property

LEE Yen Ling
(603) 2297 8691 lee.yl@maybank-ib.com
« Glove « Ports « Shipping « Healthcare

Ivan YAP
(603) 2297 8612 ivan.yap@maybank-ib.com
« Automotive « Semiconductor « Technology

Kevin WONG
(603) 2082 6824 kevin.wong@maybank-ib.com
« REITs « Consumer Discretionary

Adrian WONG
(603) 2297 8675 adrian.wkj@maybank-ib.com
« Constructions

Jade TAM
(603) 2297 8687 jade.tam@maybank-ib.com
« Consumer Staples

Mohd Hafiz HASSAN
(603) 2082 6819 mohdhafiz.ha@maybank-ib.com
« Building Materials « Small & Mid Caps

Amirah AZMI
(603) 2082 8769 amirah.azmi@maybank-ib.com
« Media « Plantations

TEE Sze Chiah Head of Retail Research
(603) 2082 6858 szechiah.t@maybank-ib.com

Nik lhsan RAJAABDULLAH, MSTA, CFTe
(603) 2297 8694
nikmohdihsan.ra@maybank-ib.com

SINGAPORE

Neel SINHA Head of Research

(65) 6231 5838 neelsinha@maybank-ke.com.sg
« Strategy « Industrials

« SMID Caps - Regional

CHUA Su Tye
(65) 6231 5842 chuasutye@maybank-ke.com.sg
« REITs

Derrick HENG, CFA
(65) 6231 5843 derrickheng@maybank-ke.com.sg
« Property « REITs (Office)

Luis HILADO
(65) 6231 5848 luishilado@maybank-ke.com.sg
« Telcos

LAl Gene Lih
(65) 6231 5832 laigenelih@maybank-ke.com.sg
« Technology

Mitchell KIM Head of Research
(852) 2268 0634 mitchellkim@kimeng.com.hk
« Internet & Telcos

Christopher WONG

(852) 2268 0652
christopherwong@kimeng.com.hk
« HK & China Properties

Jacqueline KO, CFA
(852) 2268 0633 jacquelineko@kimeng.com.hk
« Consumer Staples & Durables

Ricky NG, CFA

(852) 2268 0689 rickyng@kimeng.com.hk
« Regional Renewables

« HK & China Properties

Sonija LI, CFA, FRM
(852) 2268 0641 sonijali@kimeng.com.hk
« Gaming

Stefan CHANG, CFA
(852) 2268 0675 stefanchang@kimeng.com.hk
« Technology - Regional

Tony REN, CFA
(852) 2268 0640 tonyren@kimeng.com.hk
« Healthcare & Pharmaceutical

Wendy LI
(852) 2268 0647 wendyli@kimeng.com.hk
« Consumer & Auto

INDIA

Jigar SHAH Head of Research
(91) 22 6623 2632 jigar@maybank-ke.co.in
« Strategy « Oil & Gas « Automobile « Cement

Neerav DALAL
(91) 22 6623 2606 neerav@maybank-ke.co.in
« Software Technology « Telcos

Vishal PERIWAL

(91) 22 6623 2605
vishalperiwal@maybank-ke.co.in
« Infrastructure

INDONESIA

Isnaputra ISKANDAR Head of Research
(62) 21 8066 8680

isnaputra.iskandar@maybank-ke.co.id
« Strategy « Metals & Mining » Cement

Rahmi MARINA

(62) 21 8066 8689
rahmi.marina@maybank-ke.co.id
« Banking & Finance

Aurellia SETIABUDI

(62) 21 8066 8691
aurellia.setiabudi@maybank-ke.co.id
« Property

Janni ASMAN

(62) 21 8066 8687
janni.asman@maybank-ke.co.id
« Cigarette « Healthcare « Retail

PHILIPPINES

Minda OLONAN Head of Research
(63) 2 849 8840
minda_olonan@maybank-atrke.com
« Strategy « Conglomerates

Katherine TAN

(63) 2 849 8843
kat_tan@maybank-atrke.com

« Banks « Conglomerates « Ports

Luis HILADO
(65) 6231 5848 luishilado@maybank-ke.com.sg
« Telcos

Romel LIBO-ON

(63) 2 849 8844
romel_libo-on@maybank-atrke.com
« Property

Kayzer LLANDA

(63) 2 849 8839
Kayzer_llanda@maybank-atrke.com
« Utilities

Maria LAPIZ Head of Institutional Research
Dir (66) 2257 0250 | (66) 2658 6300 ext 1399
Maria.L@maybank-ke.co.th

« Strategy » Consumer « Materials « Services

Ornmongkol TANTITANATORN

(66) 2658 6300 ext 1395
ornmongkol.t@maybank-ke.co.th

« Power & Utilities « Infrastructure
Surachai PRAMUALCHAROENKIT
Head of Retail Research

(66) 2658 5000 ext 1470
Surachai.p@maybank-ke.co.th

« Auto « Conmat « Contractor « Steel

Ekachai TARAPORNTIP Deputy Head
66) 2658 5000 ext 1530
Ekachai.t@maybank-ke.co.th

Sutthichai KUMWORACHAI Deputy Head
(66) 2658 5000 ext 1400
sutthichai.k@maybank-ke.co.th

« Energy « Petrochem

Suttatip PEERASUB

(66) 2658 5000 ext 1430
suttatip.p@maybank-ke.co.th

« Media « Commerce

Termporn TANTIVIVAT

(66) 2658 5000 ext 1520
termporn.t@maybank-ke.co.th
« Property

Jaroonpan WATTANAWONG
(66) 2658 5000 ext 1404
jaroonpan.w@maybank-ke.co.th
« Transportation « Small cap
Sorrabhol VIRAMETEEKUL
Head of Digital Research

(66) 2658 5000 ext 1550
sorrabhol.V@maybank-ke.co.th
« Food, Transportation

Wijit ARAYAPISIT

(66) 2658 5000 ext 1450
wijit.a@maybank-ke.co.th
« Strategist

Kritsapong PATAN

(66) 2658 5000 ext 1310
kritsapong.p@maybank-ke.co.th
« Chartist

Apisit PATTARASAKOLKIAT
(66) 2658 5000 ext 1405
Apisit.p@maybank-ke.co.th
« Chartist

VIETNAM

LE Hong Lien, ACCA

Head of Institutional Research

(84 28) 44 555 888 x 8181
lien.le@maybank-kimeng.com.vn

« Strategy » Consumer « Diversified

THAI Quang Trung, CFA,

Deputy Head, Institutional Research
(84 28) 44 555 888 x 8180
trung.thai@maybank-kimeng.com.vn

« Real Estate « Construction « Materials

LE Nguyen Nhat Chuyen

(84 28) 44 555 888 x 8082
chuyen.le@maybank-kimeng.com.vn
« Oil & Gas

NGUYEN Thi Ngan Tuyen,

Head of Retail Research

(84 28) 44 555 888 x 8081
tuyen.nguyen@maybank-kimeng.com.vn
« Food & Beverage « Oil&Gas « Banking

TRUONG Quang Binh,

Deputy Head, Retail Research

(84 28) 44 555 888 x 8087
binh.truong@maybank-kimeng.com.vn

« Rubber Plantation « Tyres & Tubes « Oil & Gas

TRINH Thi Ngoc Diep

(84 28) 44 555 888 x 8208
diep.trinh@maybank-kimeng.com.vn

« Technology « Utilities « Construction

NGUYEN Thi Sony Tra Mi

(84 28) 44 555 888 x 8084
mi.nguyen@maybank-kimeng.com.vn
« Port Operation « Pharmaceutical

« Food & Beverage

NGUYEN Thanh Lam

(84 28) 44 555 888 x 8086
thanhlam.nguyen@maybank-kimeng.com.vn
« Technical Analysis


mailto:wendyli@kimeng.com.hk

Petronas Chemicals @ Maybank B Research

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.

n o« » o« ” o«

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 reports of MBKET Institutional and Retail Research Department may differ in
either recommendation or target price, or both. MBKET Retail Research is intended for retail investors (http://kelive.maybank-ke.co.th) while Maybank Kim Eng Institutional Research is
intended only for institutional investors based outside Thailand only.

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD") 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 @ 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 22 October 2018, 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 22 October 2018, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 22 October 2018, 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: Petronas Chemicals (PCHEM MK)
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Petronas Chemicals
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 (excluding dividends)
HOLD Return is expected to be between - 10% to +10% in the next 12 months (excluding dividends)
SELL Return is expected to be below -10% in the next 12 months (excluding 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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