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Vitrox Corp wmom

MCap (USD): 171M
ADTV (USD): 0.1M

Share Price: MYR2.64
Target Price: MYR3.55 (+35%)

Malaysia

Technology

Envisioning greater growth

A leading customised automated inspection equipment
supplier to global semiconductor & EMS players.

Near-term catalysts: (i) net USD exporter and (ii) rising
automation on aggressive semiconductor activities.

Initiate with BUY and MYR3.55 TP (+35%), pegged to 12.6x
CY16 PER, backed by 3+% yield (35% DPR).

Promising industry dynamics

Rising labour costs and the increasing complexity of semiconductor
packages are key drivers for more advanced test and inspection
automation in search of optimum production yields. Meanwhile,
high barriers to entry from extensive domain knowledge
requirement, will cap competition and price erosion especially in
the advanced inspection equipment segment (i.e 3D AOI and AXI).

The inspection equipment’s addressable market is estimated to be
~USD1.4b-1.6b (~9% of total semiconductor equipment sales of
USD38b in 2014), distributed among ~10-12 prominent players
globally. In order to cater to semiconductor’s revenue growth in
the next five years, Semiconductor Equipment and Materials
International (SEMI) expects a 15% jump in equipment sales (to
USD44b), opening windows of opportunities for ViTrox.

Gem in a haystack

ViTrox runs a lean business by employing a flexible manufacturing
model and flat organisational structure. This has enabled it to
adapt quickly to changing market demands and to maintain a 13-
year unbroken streak of profitability since inception.

With its strong track record, ViTrox is poised to scale greater
heights going forward, given stronger replacement demand and
aggressive semiconductor activities. As a net USD exporter, ViTrox
is also a beneficiary of the stronger USD/MYR. ViTrox is an under-
researched Shariah-compliant growth stock (projected 2-year
earnings CAGR of 17%) with strong balance sheet (net cash of
MYR47m as at end-Sep 2014). Valuations are attractive at 9x CY16
vs peers’ average of 13x CY16. We initiate coverage with a BUY.

FYE Dec (MYR m) FY12A FY13A FY14E FY15E FY16E
Revenue 88.9 106.1 174.3 199.7 227.2
EBITDA 23.6 27.2 51.7 62.3 71.9
Core net profit 20.5 24.1 47.6 57.4 65.2
Core EPS (sen) 8.9 10.4 20.6 24.9 28.2
Core EPS growth (%) (7.8) 17.4 98.0 20.6 13.4
Net DPS (sen) 2.3 5.0 7.2 8.7 9.9
Core P/E (x) 29.8 25.4 12.8 10.6 9.4
P/BV (x) 5.3 4.6 3.8 3.1 2.5
Net dividend yield (%) 0.9 1.9 2.7 3.3 3.7
ROAE (%) 19.4 19.6 32.5 31.8 29.5
ROAA (%) 15.3 15.4 26.4 25.8 23.0
EV/EBITDA (x) 5.1 9.4 11.1 9.2 7.8
Net debt/equity (%) net cash netcash netcash netcash netcash

SEE PAGE 22 FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS
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Key Data
Shariah status Yes
52w high/low (MYR) 2.87/1.32
3m avg turnover (USDm) 0.1
Free float (%) 18.2
Issued shares (m) 233
Market capitalization MYR614.8M
Major shareholders:
-CHU JENN WENG 29.2%
-SIAW KOK TONG 20.8%
-YEOH SHIH HOONG 11.1%
Share Price Performance
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Absolute(%) 13.3 5.2 84.6
Relative to index (%) 10.9 6.1 84.6
Maybank vs Market

Positive  Neutral Negative

Market Recs 1 0 0

Maybank Consensus % +/-

Target Price (MYR) 3.55 3.17 12.1
14 PATMI (MYRm) 48 42 14.0
15 PATMI (MYRm) 57 45 26.3

Source: FactSet; Maybank
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Key Investment Thesis

Automation to drive semiconductor production upscale

Testing and inspection is a crucial and inevitable procedure within the
semiconductor production process which ensures safety and reliability of
semiconductor chips used in various consumer, automotive and healthcare
electronic goods. Over the years, semiconductor players have raised their
production automation by implementing automated inspection equipment
(using cameras, computers and algorithms) to replace human vision in
inspection tasks that require precise, high-speed verification on generic
and repetitive components. High adoption of automated inspection
equipment has resulted in easier and cheaper implementation and has
drastically improved inspection efficiency and accuracy.

According to World Semiconductor Trade Statistics (WSTS), semiconductor
revenue is likely to grow 4.8% YoY to USD333b in 2014 with 11M14 revenue
reported at USD304b (91% of WSTS 2014 forecast). Going forward, WSTS
also expects semiconductor revenue to grow steadily by 3% in 2015/16,
driven by higher demand from the automotive and communications
industries, especially in the Asia Pacific market. With higher projection of
revenue on the back of higher volume and more complex semiconductor
packages, spending on equipment is necessary.

Leader in 3D-AOI and AXI technology in a vast market

Semiconductor Equipment and Materials International (SEMI) estimates that
the test and inspection equipment market (USD3.4b) made up ~9% of total
semiconductor equipment sales of USD38b in 2014, of which -41-47%
(USD1.4b-1.6b) was spent on inspection equipment, distributed among ~10-
12 prominent players globally. As such, we estimate that ViTrox merely
captured ~3% of total inspection equipment market share in 2014 and we
see abundant opportunity for ViTrox to grow, especially in the premium
ABI (Automated Board Inspection) equipment market, specifically 3D-AOI
(Advanced Optical Inspection) and AXl (Advanced X-ray Inspection)
segments, where ViTrox’s expertise lies. Aspired to maintain its position as
a market leader in the ABI segment, ViTrox management has committed to
allocate 12% of annual revenue to R&D. ViTrox has also consistently upheld
its target of introducing three new innovative products (one for each
division) every six months to stay ahead of their peers and to minimise
price erosion from competition. ViTrox also holds >20 patents across
various proprietary technologies it has developed.

Commendable profitability record in a volatile industry

Since the commencement of operations in 2000, ViTrox has boasted a 13-
year unbroken record of annual profitability amid a volatile industry and
global financial crisis and is poised to record its all-time high net profit in
FY14 with 9MFY14 earnings of MYR35.4m (+90% YoY) already surpassing
previous record earnings (MYR24.1m in FY13) by 47%. Since listing in 2005,
ViTrox has only recorded two quarters of losses, both minor, (1Q09 due to
cut in semiconductor capex during the Global Financial Crisis and 1Q12 due
to revenue recognition timing from a big order) out of 39 quarters of
results. On a quarterly basis, ViTrox’s earnings are lumpy in nature due to
cyclicality from the volatility in semiconductor activities.
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Global: Semiconductor revenue forecasts
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Extra boost from the replacement cycle

Following Agilent Technologies’ (A US; Not-rated) exit from the ABI
business in early 2009, ViTrox was able to secure a software development
support (SDS) agreement from Agilent which granted ViTrox access to
Agilent’s global sales and support channel to service Agilent equipment
sold previously until end of support life in 2017. In exchange for some
royalty payment, ViTrox was also able to obtain IP rights to Agilent’s ABI
products.

With most of these old Agilent equipment reaching the tail-end of their
replacement cycle since 2014, management expects acceleration in terms
of sales in 2015 to Agilent’s previous clients, estimated to be ~USD80m.

A beneficiary of the strong USD

ViTrox is exposed mainly to fluctuations in the USD against the MYR as  ysp-myR daily movement
~80% of its revenue is denoted in USD. While raw material purchases which
account for ~30% of COGS act as a natural hedge, the remaining portions
(ie. labour and utilities) are denoted in local currency. As a result, a 5 |
weaker MYR/USD exchange would be favourable to ViTrox. MYR/USD | /
strengthened 10% in YTD vs an average of MYR3.27/USD1 in 2014 and our

in-house FX research forecasts an average of MYR3.61/USD1 for 2015.

USD/MYR Currency
3.8 4

3.2 4
3.0 4

Our sensitivity analysis suggests a potential net profit expansion of 26% in 2.8 §
2015 on a full-year basis should the MYR/USD stay strong at MYR3.61/USD1, 2.6

8 8o @00 oo T ToFoTo
11% above ViTrox’s estimated effective rate of MYR3.25/USD1 in 2014. Our E 5 3 5 £ 5 3 5 £ 5 3 g &
5 < 2 O 5 < 7 0O 5 <« O 5

forecasts assume MYR3.50/USD1.

Source: Bloomberg, Maybank KE
Lean business model

ViTrox employs a flexible manufacturing model, focusing on high-value
added activities (i.e. sales & marketing, research & development,
prototyping & final assembly, testing & quality control) and outsourcing
most of the less complex and high-labour content task to carefully selected
sub-contractors. Coupled with a flat organisation structure, this allows
ViTrox to have a lean and cost efficient business model which is able to
adapt quickly to changing demand in the market. As a result, ViTrox has
been able to remain profitable since the inception of its operations,
throughout the volatile business cycle and financial crisis.

Strong balance sheet to fund future expansion

ViTrox’s existing facility (ViTrox Innovation Centre at Bayan Lepas
Industrial Park) is currently 80% utilised and is expected to run out of
space by 2017, based on foreseeable business growth. As a result, with its
solid net cash war chest of MYR53.3m as at end-Nov 2014, ViTrox
announced an acquisition of a 22.2-acre land in Batu Kawan Industrial Park,
Penang, for total consideration of MYR34.2m for the purpose of expansion.
Its next three-phase expansion plan (scheduled to be fully completed by
2023) aims to lift ViTrox to becoming a global technology leader in the
machine vision and embedded solutions space.
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Company background

ViTrox - Innovator of automated vision inspection systems

ViTrox designs, develops and manufactures cutting-edge and cost effective
automated vision inspection equipment and system-on-chip (SoC)
embedded electronics devices for worldwide semiconductor OSAT
(outsourced, assembly and test) companies, EMS (electronics
manufacturing services) companies, printed circuit board manufacturers,
OEM (original equipment manufacturers) and ODM (original design
manufacturers). ViTrox's core products today are its Machine Vision System
(MVS), Automated Board Inspection (ABI) and Electronics Communication
System (ECS).

Maintaining a competitive advantage in this business requires extensive
knowledge of multi-disciplinary technology (i.e. lighting, optics/imaging,
sensors/cameras, electronics and mechanical handling and software
systems). As such, barriers to entry are high due the extensive technical
knowledge requirement, heavy R&D investment and the need for a good
track record.

ViTrox commenced its operations in 2000 with the establishment of ViTrox
Technologies Sdn Bhd, which is principally involved in the development
and installation of basic machine vision application (i.e. 2D and 3D
measurements inspection solutions as a standalone module).

Inflection point - Emergence of the ABI division

ViTrox’s business only took flight after it entered into an agreement with
Agilent Technologies (A US; Not-rated) to be one of the latter’s two
worldwide outsourced service agents (the other being privately-held
Automated Inspection Solutions LLC). This provided Vitrox with access to
Agilent customers for the ABI products (i.e. Agilent Medalist SJ5000 and
SP50 AOI and Agilent Medalist x6000 AXI) until 2017. ViTrox’s appointment
also coincided in Agilent’s decision to exit the ABI business globally citing
reorganisation of business strategy to focus on core competency in
electronic testing.

As a result, ViTrox was also able to obtain IP rights to their AOI and AXI
products in exchange for some royalty payment. Within 1+ years of
intensive R&D, ViTrox successfully developed and built the first AXI system,
codenamed V810, in Malaysia, which boasted the highest throughput
among peers, superior test coverage and excellent call rates, without
sacrificing accuracy.

The introduction of new products in the ABI division drove ViTrox’s ABI
revenue up by 9.6x in 2010, bringing group revenue to MYR87.6m (+3.8x
YoY). The V810 also won the Best Product Award in 2011 from the Global
Technology Awards. Since then, ViTrox’s ABI revenue has never failed to
register growth even up to the latest 3Q results as at end-Sep 2014.

In 2013, the ABI division accounted for 64% of revenue and we expect to
see further growth in 2014/15 from replacement and upgrade demand by
Agilent’s previous customers as their old equipment reach the tail-end of
the 10-year replacement cycle. This potential replacement and upgrade
sales is estimated to be ~USD80m.
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Maybank B Research

ViTrox: FY13 geographical revenue breakdown
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With the miniaturisation of electronic components and the greater need
for reliability and high-speed inspection, semiconductor companies are
becoming more dependent on automated inspection, moving away from
manual vision inspection, thus driving demand for automated inspection
systems.

From strength to strength

ViTrox listed on the MESDAQ Market of Bursa Malaysia in Sep 2005. Since its
listing in 2005, ViTrox’s market capitalization has increased 10-fold and in
Nov 2009, ViTrox transferred its listing status to the Main Market of Bursa
Malaysia Securities. Today, having installed more than 10k systems across
13 countries, the group also operates three R&D sites in Malaysia and the
United States, with total staff strength of about 330. ViTrox is also present
in China, Thailand, Taiwan, Europe, Mexico, Brazil and Japan through the
presence of sales and support sites.

ViTrox: Sales and R&D sites

Sales & Support Sites ® R&D Sites
_ China, Suzhou (Sales & Support) v ‘ ~ Malaysia, Penang (HQ)
Thailand, Bangkok (Support) l _ Malaysia, Cyberjaya

USA (Bay area)
Europe

‘ol Ol ol ol Gl

South America (Mexico, Brazil)
Japan

Sources: Company

ViTrox: Corporate structure

Taiwan, Hsinchu (Support) _ USA, Loveland

ViTrox
Corporation
Bhd
100% \/ 100% \ 100% ),
ViTrox ViTrox ViE
International Technologies Technologies
Sdn Bhd Sdn Bhd Sdn Bhd
100% \l/ Penang Penang
ViTrox Development and Design
1;:5:223))8(‘;5 production of development and
Ltd automated vision manufacture of
inspection system printed circuit
China and digital board assemblies
automated vision for microprocessor
Sales and support inspection applications
office equipment and
modules

Sources: Company, Maybank KE
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ViTrox: Corporate milestones

ViTrox (i) breached its MYR100m revenue milestone for the first time,
(ii) received matching grants from MDeC for R&D on embedded
inspection technologies and matching grants from MIDA for the
establishment of Centre of Excellence (CoE) for Machine Vision.

ViTrox was listed under Forbes Asia’s 200 Best Under a Billion
Company while CEO, Chu Jenn Weng won Outstanding
Entrepreneur at the Asia Pacific Entrepreneurship Award (APEA)
and was also Ernst & Young’s Malaysian Technology Entrepreneur
of the Year.

2014

ViTrox (i) developed world’s first Automated X-Ray Inspection
(AXI) system in Malaysia, (ii) granted Strategic Trust Area &
Research (STAR) Grant of MYR7.1m from MDeC.

2010
ViTrox was transferred to the Main Market of

Bursa Malaysia and was appointed one of two
Software Development Support (SDS) partner to
cover Agilent’s AOI and AXI products.

ViE Technologies was granted pioneer status for a period of 5 years (2007-
2012) from MITI to undertake activities relating to design, development and
manufacture of PCBA for microprocessor applications.

ViTrox commenced operation in the new, ViTrox Innovation Centre and
launched the first Automated Optical Inspection (AOI) system for flexible
printer circuit board (Flex-PCB).

2005 ViTrox Corp Bhd was listed on the MESDAQ Market offering 17.6m shares of
10 sen per share. Three million shares for application by the public at an
, offer price of 60sen per share was oversubscribed by almost 51 times.

@ ViTrox Technologies Sdn Bhd was incorporated
in Penang with the aim of offering a wide
range of machine vision solutions.

Sources: Company, Maybank KE

The management team

ViTrox was founded in 2000 by Mr Chu Jenn Weng and Mr Siaw Kok Tong,
and is helmed by Mr Chu himself, who is the group’s Managing Director. He
has over 18 years of experience in machine vision and related fields,
including five years at Hewlett-Packard Malaysia (now known as Agilent
Technologies Sdn Bhd), where he initiated and led the in-house machine
vision team. In 2011, Mr Chu was awarded the Ernst & Young Malaysian
Technology Entrepreneur of the year and the Outstanding Entrepreneur
Award 2011 from the Asia Pacific Entrepreneur Award.

Mr Siaw, also from Hewlett-Packard Malaysia prior to ViTrox, plays a key
role in the establishment of the group’s customer base in all the countries
where ViTrox has presence today.

They are backed by a team of key experienced management, which has a
proven execution track record in the machine vision industry.

January 27, 2015
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ViTrox launched its
Centre of Excellence
for Machine Vision with
the  aspiration to
collaborate with SMEs
and technopreneurs to
serve the machine
vision market world
wide.
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Products & services

ViTrox’s core products are divided into three categories: (i) machine ViTrox: FY13 revenue breakdown by product
vision system (MVS), (ii) automated board inspection (ABl) and (iii) EBC; M1V657'5

electronics communication systems (ECS). Providing the ‘power of sight’ y ’
to industrial systems to ensure product quality and yields improvement,
ViTrox’s automated inspection systems have been widely used in the

production of automotive, consumer, healthcare and MVS-T
telecommunications electronics among others. 17%
Today, ViTrox serves more than 150 clients globally (vs ~80 clients in
2008) with the biggest client accounting for about 10% of FY14’s revenue. o
Management expects a wider customer base from its aggressive 2?7'
marketing campaign in 2014. As such, no one customer would account for
>10% of revenue from 2015 onwards. Some of ViTrox’s key customers are  Sources: Company, Maybank KE
strong EMS companies such as Flextronics, Jabil and Celestica.
ViTrox: Key products
Products Description
Machine Vision System Provides inspection solutions to detect semiconductor and optoelectronic components’ dimensional and
(MVS) visual defects automatically with the aid of 2D and 3D vision modules.
Automated Board Inspection The ABI division is made up of the AOI and AXI systems which focus on the inspection of printed circuit
(ABI) boards (PCBs), flexible PCBs (FPCBs) and bare boards. The AOI system provides inspections of solder joints

defect, low contrast component location and wrong and missing components. The AXI system performs
similar inspections but has the advantage of inspecting complicated boards or components that are under
RF shields, most present in mobile phones and wireless communication products.
Electronics communication systems  Offers a wide range of ECS products for machine automation mainly used in data communications and
(ECS) motion control including high-speed digital input and output PC interface card, high-speed low cost remote

input and output controller PC interface card and remote modules among others.

Source: Company

ViTrox: One-stop inspection solution provider from components to board level

%, = :
) &
> ) ) (o O

Pine vision S ‘ed Board\™ Commume®™

MVS Division provides reliable, high speed ABI Division provides superior ECS Division provides high speed,
and cost effective inspection solutions to Advanced X-ray Inspection (AXI) and reliable & cost effective I/O and motion
detect semiconductor and Advanced Optical Inspection (AOI) solutions embedded solutions for the
optoelectronic components’ dimensional for SMT and PCBA lines and the automation industries

and visual defects automatically. V2000 AOI for flex and PCB bare boards.

"
- eoeonn- g~ g

PEN D
SEs R

—~ N

o

. “u ¢
e E\v‘\* r §~‘

\

W)

.
-

Sources: Company

January 27, 2015



Vitrox Corporation

ViTrox: Product launch timeline
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Sources: Company

ViTrox: Close competitors

Company Product Country Listing Status Total Workforce
KLA-Tencor MVS United States  Listed 6,060

Koh Young Technology AOI Korea Listed 465

Test Research Inc (TRI) AOI/AXI Taiwan Listed 700
Omron Corp AOI/AXI Japan Listed 4,325
Orbotech AOI Israel Listed 1,700
Camtek AOI Israel Listed 513

Jutze Intelligence AOI China Non-listed NA

Source: Company, Maybank KE

Machine vision system (MVS)

MVS plays a key role in the back-testing of semiconductor components. In
general, MVS processes images with the aid of cameras and sensors to
automatically inspect and detect dimensional/visual defects as well as
surface markings. Images are taken from different angles and orientations,
which will then be relayed into a computer for analysis on defects, if any.

MVS systems typically perform 2D mark & orientation inspection, pad and
package inspection, 3D lead/ball co-planarity inspection, five-sided pad
and package inspection and in-tape mark/lead inspection.

ViTrox’s MVS division produces and sells two types of systems; (i) MVS-S
(Standard) and (ii) MVS-T (Tray Handler). The MVS division accounted for
33% of group revenue in FY13.

MVS-Standard (MVS-S)

The MVS-S business provides clients with a module to host the vision
inspection system. In 2006, ViTrox’s MVS-S division made a breakthrough as
they entered into a 10-year contract worth MYR100m with SRM Integration
to supply vision inspection systems for SRM’s test handlers. MVS-S used to
be the largest contributor to ViTrox’s revenue but has gradually receded
since the emergence of the ABI division. MVS-S accounted for ~16% of FY13
revenue.

January 27, 2015
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Automated Board Inspection Division (ABI)
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MVS-Tray Handler (MVS-T)

The MVS-T division was subsequently established in 2010 after
breakthroughs in R&D, complementing the existing MVS-S business. The
MVS-T division integrates tray-based vision handlers with MVS-S to perform
high-speed high-accuracy true 2D and 3D inspection on multiple IC
packages. This development further strengthens ViTrox’s position as one of
the leading players in the MVS industry. MVS-T contributed 17% to revenue
in FY13 and is expected to grow over the next few years on (i) machine
qualification by new customers and (ii) increase in ASP with new advanced
inspection options and products.

Automated Board Inspection (ABI)

ViTrox’s ABI division consists of both the Automated Optical Inspection
(AOI) system and Automated X-ray Inspection (AXI) system. The ABI
systems enhance a semiconductor player’s manufacturing yields and
efficiency by detecting defects occurring during the manufacturing process
of printed circuit boards (PCB), flexible printed circuit boards (FPC) and
high density interconnect (HDI) substrates. The most common defects on
PCBs include open circuits, short-circuits, line width variation, trace
intrusion and protrusion, pin-hole and via-hole variation.

With ViTrox’s latest 3D-AOl (Advanced Optical Inspection) and AXI
(Advanced X-ray Inspection), semiconductor players are able to address the
concerns of advancing board complexities and need for high-speed and
high-accuracy inspection. The ABI division made up 64% of group revenue
in FY13.

ViTrox Corporation: AOI & AXI products

Vifrox™
810 XXL =

V810 XXL In-Line 3D AXI System
Sources: Company, Maybank KE

ViTrox: Award winning products

Product Awards

V810XXl In-Line 3D Advanced AXI System New Product Innovation (NPI) Award 2014
Best in Test Award 2014
Global Technology Award 2013 - Best Product

V510 Optimus 3D AOI System Global Technology Award 2014 - Best Product (Asia)

V810 AXI System EM Asia Innovation Award 2013
New Product Innovation (NPI) Award 2012
Global Technology Award 2012

V2000 AOI System Best of Industrial Applications for MSC Malaysia APICTA Awards
2011 - Merit

V810 Advanced 3D AXI System Global Technology Award 2011

5-sided Pad & Package Vision System MSC-APICTA Award 2005

3D Lead Vision Inspection System APICTA Award 2004 - Industrial Applications

Source: Company, Maybank KE
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Advanced Optical Inspection (AOI)

ViTrox launched its first AOl product in 2006 which was capable of
detecting soldering defects on flexible printed circuit boards (FPCB),
securing its position in the AOlI market as the first and only FPCB AOI
system provider in the region. In 2009, Agilent’s exit from the ABI business
globally led to the appointment of ViTrox as a software development
support (SDS) partner to service its AOl and AXl customers whose
equipment, on average, had a remaining of five to seven years of support
product life cycle. With most of these old Agilent equipment reaching the
tail-end of their replacement cycle since 2014, management expects
acceleration in terms of sales in 2015 to Agilent’s previous clients,
estimated to be ~USD80m.

Management has guided for minimal loss of income from the SDS
agreement upon its expiry in 2017.

Advanced X-ray Inspection (AXI)

The AXI range was later introduced with the V810 3D Inspection system in
2010. The AXI uses X-rays instead of optical cameras for the purpose of
non-invasive inspection solution. The AXI system performs similar
inspections but has the advantage of inspecting through hidden solder
joints, component shields and high-density server boards. ViTrox is in
direct competition with Test Research Inc (3030 TT, Not Rated) of Taiwan
in this space and they have constantly benchmarked their products against
each other to maintain their leading positions in terms of technology. The
higher complexity of PCBs and FPCBs has led to increasing adoption of AXI
equipment and we expect this trend to continue over the long term. For
now, this segment remains an oligopoly market which is in the interest of
ViTrox.

Electronics Communication Systems (ECS)

In 2006, having spent two years of R&D on system-on-chip (SoC) technology, ViTrox: ECS products
ViTrox embarked on designing, manufacturing and the marketing of cost-
effective high-speed intelligent ECS for the equipment designing
community. In the same year, ViTrox was able to manufacture and deliver
more than 5k units of ECS products.

The ECS division produces a variety of products for machine automation
mainly used in data communication and motion control. These products, o
mainly found in the field of automation of electronics, automotive, ControdCrwitiDivers
telecommunications, pharmaceutical and medical instrument industries,
include high speed digital input and output PC interface cards, high speed
low cost remote input and output controller PC interface cards and remote oo
modules, high speed high resolution motion controller and driver boards, : Gigabit Ethemnet 10 Card
universal light source controller and digital signal multiplexing card among  Sources: Company

others.

High Resolution
Analog Input Card

Due to high compatibility with many overseas products in the market,
ViTrox’s ECS products have received encouraging acceptance over the
years in providing customers with a cost and performance competitive
alternative. While contribution towards group revenue has fallen
significantly due to the introduction of ABI and stronger demand for MVS,
ECS still accounts for 3% of FY13 group revenue.
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Earnings outlook

9M14 core net profit surged 90% YoY

ViTrox’s 9M14 net profit surged 90% YoY to MYR35.4m due to higher sales
contribution from both the MVS and ABI divisions. In 9M14, MVS revenue
rose 21% YoY to MYR58m on higher demand for both MVS-S and MVS-T to
support higher semiconductor activities especially in the consumer smart
devices segment. ABI revenue jumped 139% YoY to MYR65m on higher AXI
sales from aggressive marketing campaign especially in the SEA market.
Overall, this took 9M14 group revenue to a new high of MYR127m.

Group operating margin also improved 3.8ppts YoY on the back of (i)
higher ASP from new product launches and (ii) stronger USD. ViTrox
typically records stronger results in 2Q and 3Q, while 1Q and 4Q are usually
the weakest due to seasonality factors and the timing of launches of major
consumer smart devices.

ViTrox: Summary results table

Quarterly

FY Dec (MYR m) 3Q14 2Q14 %QoQ 3Q13
Turnover 39.5 65.1 (39.3) 36.3
EBIT 11.8 20.6 (42.5) 11.8
Interest expense (0.2) 0.0 NM (0.2)
Interest income 0.0 0.0 NM 0.0
Pre-tax profit 11.7 20.6 (43.3) 11.6
Taxation (0.3) (0.6) (52.1) 0.1
Net profit 11.4 20.0 (43.0) 11.6
Recurring net profit 11.4 20.0 (43.0) 11.6

3Q14 2Q14 +/- ppt 3Q13
EBIT margin (%) 30.0 31.7 (1.7) 32.5
Tax rate (%) 2.5 3.0 (0.5) (0.5)

Source: Company, Maybank KE

For FY14, we expect MVS-T to overtake ABI as the main revenue
contributor, accounting for 50% of group revenue. ABI should contribute
47% while ECS is expected to maintain a 3% share. Group operating margin
is also expected to improve 5ppts in FY14 to 28% (9M14: +3.8ppts YoY)
driven by (i) economies of scale in production, (ii) stronger USD especially
in 4Q14 and (iii) lower R&D expenses.

ViTrox: FY14E revenue breakdown by product

ECS MVS-S
3% 20%
AXI
30%
MVS-T
0,
A0l 30%

17%
Sources: Maybank KE
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A strong commitment to R&D

ViTrox has committed to allocate 12% of annual revenue to R&D (14% in
FY13, 13% in 9M14) going forward in order to stay ahead of the competition
in terms of technology, minimising ASP erosions with the introduction of
new features/products every six months.

ViTrox: Yearly R&D expenditure

MYR m

140.0 31.9% 35.0%
120.0 30.0%
100.0 25.0%
80.0 20.0%

14.0% o
60.0 13.04 15.0%
40,0 [3:0% . 6.1% 10.0%
4.2% 3 49, 4.9% 4.9%

20.0 : 5.0%
0.0 0.0%
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 9IM14

Revenue (MYR m) R&D Expenditure (M\YR m) ———R&D/Revenue (%)

Sources: Company

Strong balance sheet to fund future expansion

ViTrox’s existing facility (ViTrox Innovation Centre at Bayan Lepas
Industrial Park) is currently 80% utilised and is expected to run out of
space by 2017, based on foreseeable business growth. As a result, with its
solid net cash war chest of MYR47.3m as at end-Sep 2014, ViTrox
announced an acquisition of a 22.2-acre land in Batu Kawan Industrial Park,
Penang, for total consideration of MYR34.2m for the purpose of expansion.
Its next three-phase expansion plan (scheduled to be fully completed by
2023) aims to lift ViTrox to becoming a global technology leader in the
machine vision and embedded solutions space.
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14% 2-year group revenue CAGR

Over the course of the next two years (FY15-FY16), we expect ViTrox’s
revenue to expand at a CAGR of 14% led by:

e A 20% 2-year revenue CAGR for ViTrox’s ABI division on the back of (i)
stronger orders from new launches and replacement demand for AOI,
(ii) higher adoption of AXI and (iii) stronger USD. We project ViTrox to
sell 130/135 units of AOI (from 96/110 units in FY13/14) and 45/55
units of AXI (from 33/40 units in FY13/14) in FY15/16.

o A 5% 2-year revenue CAGR for ViTrox’s MVS-S division on the back of (i)
stronger orders from new launches (reel-to-reel & BGA vision
inspection handlers) and (ii) stronger USD. We project ViTrox to sell
1,250/1,350 units of MVS-S (from 668/1350 units in FY13/14) in
FY15/16.

e A 12% 2-year revenue CAGR in ViTrox’s MVS-T division from (i) a bigger
customer base from aggressive marketing (from 15 customers in FY13
to 30 customers in FY14), (ii) major upgrades of product range (2000-
series) and (iii) stronger USD. We project ViTrox to sell 75/80 units of
MVS-T (from 25/70 units in FY13/14) in FY15/16.

e A 9% 2-year revenue CAGR in ViTrox’s ECS division from (i) higher sales
of ABlI and MVS and (ii) stronger USD. We project ViTrox to sell
10.5k/11k units of ECS products (from 5.6k/10k units in FY13/14) in
FY15/16.

Formidable 2-year earnings CAGR of 17%

ViTrox is set to scale greater heights as it clinches more orders, having
passed the audit process by newly acquired customers in FY14; we project
a two-year net profit CAGR of 14%, underpinned by:

l. An 14% 2-year group revenue CAGR (FY14-16)

Il. Improvement in operating margin from 28% in FY14 to 30% in FY16
on the back of (i) better economies of scale and (ii) positive USD
exposure.

Dividend payout ratio (DPR) averaged >35%.

While there is no dividend policy in place, ViTrox has consistently paid out
>35% of net profit historically. While higher dividends are possible given
ViTrox’s strong net cash position, we believe that ViTrox may reserve its
cash for (i) expansion of its business and facilities and (ii) potential new
investments in the R&D segment to cope with fast-paced technological
advancements. We expect ViTrox to maintain its DPR at 35%, translating to
net yields of 3+% in FY14-16.

January 27, 2015
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Valuations

Initiate with BUY and MYR3.55 target price

Tagging on a PER of 12.6x (+0.5 SD to long-term mean of 10x) to ViTrox’s
CY16 EPS of 28sen, we derive a target price of MYR3.55. Our target PER is
based on a small cap discount of 10% to global peer valuations of 14x CY16
PER which is also in line with local semiconductor peers Inari Amertron,
Globetronics, MPI and Unisem (averaging 12.6x CY16).

Within the basket of collected global competitors against ViTrox, we see
most similarity with Koh Young Technology (098460 KS; Not rated) of Korea
and Test Research Institute (3030 TT; Not rated) of Taiwan whose
expertise are in the 3D AOI segment. Test Research Institute is not rated
by consensus.

Consensus forecasts a 51% 2-year earnings CAGR (CY14-16) for Koh Young
which derives about one-third of its revenue from the AOI division. This,
however, may have been somewhat reflected in Koh Young’s premium
valuations of 13.6x CY16 PER vs ViTrox’s 9.4x CY16 PER.

Currently ViTrox has a customer base of about 150 clients vs >1,000 clients
for Koh Young. Nevertheless, we see more potential for ViTrox to expand
its customer base globally particularly since it has been aggressively
marketing abroad over the past year. We like ViTrox for its (i) competitive
technology in ABI and (ii) undemanding valuations. Our MYR3.55 TP offers
35% upside on top of a 3+% net yield in FY15, based on a 35% dividend

payout.
Global peer competitors valuation summary
Stock Country  Product Mkt Cap PER PER PER P/B P/B ROE Yield 2-yr PEG
expertise (x) (x) (x) () (x) (%) CAGR (x)
USD m CY14F CY15F CY16F CY14F CY15F CY15F CY15F CY14-16 CY15
KLA-Tencor us MVS 10,612 20.1 18.3 14.8 4.4 10.3 55.9 9.4 16.6 1.1
Koh Young Korea AOI 549 31.3 17.7 13.7 5.2 4.2 23.4 0.8 51.3 0.3
TRI Taiwan AOI/AXI 382 9.5 NA NA NA NA NA NA NA NA
Viscom Germany  AOI/AXI 129 19.6 18.1 16.8 0.0 0.0 0.1 4.3 8.2 2.2
Omron Japan AOI/AXI 9,217 18.7 16.8 16.0 2.4 2.1 12.6 1.6 8.3 2.0
ASTI Singapore AOI 27 33.5 16.0 9.4 NA NA NA NA 88.3 0.2
Orbotech Israel AOI 648 11.4 7.4 NA 1.3 1.1 15.8 NA NA NA
Camtek Israel AOI 95 21.6 7.7 NA NA NA NA NA NA NA
Screen Japan AOI 1,539 19.3 14.8 13.3 1.8 1.6 11.6 0.9 20.4 0.7
Simple Avg 20.6 14.6 14.0 2.5 3.2

Source: Bloomberg consensus, Maybank KE
Note: All listed stocks in this table are not under Maybank KE coverage

Local technology/semiconductor sector - Peer valuation summary

Stock Rec  Shrpx  MktCap TP  PER PER PER P/B P/B ROE  Yield 2-yr PEG
(x) (x) (x) (x) (x) (%) CAGR ()
MYR MYRm  MYR CY14F CY15F CY16F CY14F CY15F CY15F CY15F CY14-16F CY15
Inari Buy 2.90 2,084 3.70  21.8 14.5 12.3 8.8 6.3 32.4 2.4 30.4 0.5
Globetronics ~ NR 4.68 1,315 NR  20.1 16.5 14.6 4.6 4.3 26.3 5.0 17.4 1.0
MPI NR 5.76 1,146 NR 173 12.1 10.6 1.5 1.4 11.6 3.8 27.7 0.4
Unisem NR 2.04 1,375 NR  23.6 16.2 12.9 1.3 1.3 8.0 2.5 35.0 0.5
Simple Ave 207 148 126 4.1 3.3
ViTrox Buy 2.64 615 3.55  12.8 10.6 9.4 3.8 3.1 26.3 3.3 16.9 0.6

Source: Bloomberg consensus, Maybank KE
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ViTrox Corporation: Historical PER band
PE (x)

ViTrox Corporation: Historical P/BV band
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Risk factors

Intellectual property rights

ViTrox competes in the niche industry of MVS and ABI which is susceptible
to patent infringement and technology imitation. However, ViTrox’s
proprietary inspection system solutions require extensive domain

knowledge before they can be applied or replicated for commercial
exploitation.

ViTrox’s employees, customers and suppliers are bound by non-disclosure
agreements to limit the possibility of unauthorised copying and
exploitation. Internally, ViTrox has also undertaken modularisation of its
software codes which is only accessible by certain top management,
diminishing the probability of breaches by employees.

In 2012, ViTrox filed five patents and one copyright for their AOI and AXI
products.

Cyclical nature of the semiconductor industry

ViTrox Group’s performance is closely tied to the performance of the
semiconductor industry, especially the related OEM market segment. The
semiconductor industry is generally subject to cyclical trends and short
product life cycles. An unexpected downturn in the semiconductor industry
will start a chain reaction starting with a lack of infrastructure investment
by the OEM players which could possibly reduce the demand for MVS and
ABI inspection systems from ViTrox leading to fluctuations in earnings.
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MSC Status

ViTrox and its subsidiaries currently enjoy the pioneer status/tax exempt
incentive for certain qualifying products granted by the Ministry of
International Trade and Industry (MITI) and Multimedia Development
Corporation Sdn Bhd (MDec). ViTrox was first granted the MSC status in
2005 for a period of five years, which was then extended on Sep 2010. The
current pioneer status by MDec and MITI ends on 25 Jan 2015.

ViTrox Technologies Sdn Bhd was also granted pioneer status by MITI for a
period five years for development and production of digital automated
vision inspection equipment and modules starting 1 Apr 2005. MITI then
granted an extension of five years from 1 Apr 2010 to 31 Mar 2015.

Lastly, ViE Technologies was granted pioneer status by MITI for a five-year
period to undertake activities relating to design, development and
manufacture of embedded high density electronic modules from 1 Jan 2013
to 31 Dec 2017. As a result of these incentives, ViTrox has enjoyed low tax
rates averaging 4% over the past three years. The inability to extend these
tax incentives will result in higher tax rates going forward for the group.

Management expects its MSC and pioneer status to be extended upon
expiry given ViTrox’s implementation of new technologies into its products
every six months.

Forex risk

ViTrox is exposed mainly to fluctuations in the USD against the MYR as
~80% of its revenue is denoted in USD. While raw material purchases which
account for ~30% of COGS act as a natural hedge, the remaining portions
(ie. labour and utilities) are denoted in local currency. As a result, a
weaker MYR/USD exchange would be favourable to ViTrox.

Our sensitivity analysis suggests that for every 1% change in our base case
exchange rate of MYR3.50/USD1, ViTrox’s FY14/15/16 net profit will vary
by ~2%, respectively.

January 27, 2015
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FYE 31 Dec FY12A FY13A FY14E FY15E FY16E
Key Metrics

P/E (reported) (x) 29.8 25.4 12.8 10.6 9.4
Core P/E (x) 29.8 25.4 12.8 10.6 9.4
P/BV (x) 5.3 4.6 3.8 3.1 2.5
P/NTA (x) 5.3 4.6 3.8 3.1 2.5
Net dividend yield (%) 0.9 1.9 2.7 3.3 3.7
FCF yield (%) nm 0.3 4.2 3.5 4.8
EV/EBITDA (x) 5.1 9.4 1.1 9.2 7.8
EV/EBIT (x) 5.7 10.5 11.8 9.7 8.4
INCOME STATEMENT (MYR m)

Revenue 88.9 106.1 174.3 199.7 227.2
Gross profit 52.7 65.2 107.2 123.8 140.9
EBITDA 23.6 27.2 51.7 62.3 71.9
Depreciation (1.8) (1.9) (2.2) (2.4) (4.0)
Amortisation (0.9) (0.9) (0.9) (0.9) 0.9)
EBIT 20.9 24.4 48.5 59.0 67.0
Net interest income /(exp) 0.6 0.4 0.6 0.3 0.2
Associates & JV 0.0 0.0 0.0 0.0 0.0
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 21.6 24.8 49.1 59.2 67.2
Income tax (1.1) 0.7) (1.5) (1.8) (2.0)
Minorities 0.0 0.0 0.0 0.0 0.0
Perpetual securities 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 20.5 24.1 47.6 57.4 65.2
Core net profit 20.5 24.1 47.6 57.4 65.2
BALANCE SHEET (MYR m)

Cash & Short Term Investments 43.9 40.5 40.3 61.9 88.6
Accounts receivable 39.2 51.8 65.1 741 83.9
Inventory 28.0 37.0 47.8 54.1 61.5
Property, Plant & Equip (net) 30.1 31.9 34.7 57.3 78.3
Intangible assets 0.0 0.0 0.0 0.0 0.0
Investment in Associates & JVs 0.0 0.0 0.0 0.0 0.0
Other assets 4.5 6.2 5.3 4.3 3.4
Total assets 145.6 167.4 193.1 251.8 315.7
ST interest bearing debt 1.2 1.3 1.3 1.3 1.3
Accounts payable 16.8 17.3 22.0 23.3 24.9
LT interest bearing debt 11.3 10.9 0.9 20.9 40.9
Other liabilities 2.0 7.0 7.0 7.0 7.0
Total Liabilities 31.2 36.2 30.9 52.2 73.8
Shareholders Equity 114.5 131.2 162.2 199.5 241.9
Minority Interest 0.0 0.0 0.0 0.0 0.0
Total shareholder equity 114.5 131.2 162.2 199.5 241.9
Perpetual securities 0.0 0.0 0.0 0.0 0.0
Total liabilities and equity 145.6 167.4 193.1 251.8 315.7
CASH FLOW (MYR m)

Pretax profit 21.6 24.8 49.1 59.2 67.2
Depreciation & amortisation 2.7 2.8 3.2 3.4 4.9
Adj net interest (income)/exp (0.6) (0.4) (0.6) (0.3) 0.2)
Change in working capital (18.0) (17.9) (19.3) (14.0) (15.7)
Cash taxes paid (1.2) (0.8) (1.5) (1.8) (2.0)
Other operating cash flow 3.2) (0.6) 0.0 0.0 0.0
Cash flow from operations 1.2 8.0 30.9 46.5 54.2
Capex (3.9) 6.1) (5.0 (25.0) (25.0)
Free cash flow (2.8) 1.9 25.9 21.5 29.2
Dividends paid (4.6) (5.2) (16.7) (20.1) (22.8)
Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0
Perpetual securities 0.0 0.0 0.0 0.0 0.0
Change in Debt 4.3 (1.3) (10.0) 20.0 20.0
Perpetual securities distribution 0.0 0.0 0.0 0.0 0.0
Other invest/financing cash flow 3.0 1.1 0.6 0.3 0.2
Effect of exch rate changes (0.6) 0.0 0.0 0.0 0.0
Net cash flow (0.7) (3.5) 0.2) 21.7 26.6
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FYE 31 Dec FY12A FY13A FY14E FY15E FY16E
Key Ratios

Growth ratios (%)

Revenue growth 12.2 19.4 64.2 14.6 13.8
EBITDA growth (2.6) 15.4 89.8 20.5 15.4
EBIT growth (6.2) 16.6 99.0 21.5 13.6
Pretax growth (6.3) 15.1 98.0 20.6 13.4
Reported net profit growth (7.8) 17.4 98.0 20.6 13.4
Core net profit growth (7.8) 17.4 98.0 20.6 13.4
Profitability ratios (%)

EBITDA margin 26.6 25.7 29.7 31.2 31.7
EBIT margin 23.5 23.0 27.8 29.5 29.5
Pretax profit margin 24.3 23.4 28.2 29.6 29.6
Payout ratio 25.4 48.0 35.0 35.0 35.0
DuPont analysis

Net profit margin (%) 23.1 22.7 27.3 28.8 28.7
Revenue/Assets (x) 0.6 0.6 0.9 0.8 0.7
Assets/Equity (x) 1.3 1.3 1.2 1.3 1.3
ROAE (%) 19.4 19.6 32.5 31.8 29.5
ROAA (%) 15.3 15.4 26.4 25.8 23.0
Liquidity & Efficiency

Cash conversion cycle 238.9 290.3 242.7 259.4 265.5
Days receivable outstanding 123.2 154.4 120.7 125.4 125.2
Days inventory outstanding 253.5 285.9 227.4 241.6 240.9
Days payables outstanding 137.8 149.9 105.5 107.6 100.6
Dividend cover (x) 3.9 2.1 2.9 2.9 2.9
Current ratio (x) 6.1 6.0 5.8 6.8 8.0
Leverage & Expense Analysis

Asset/Liability (x) 4.7 4.6 6.2 4.8 4.3
Net debt/equity (%) net cash net cash net cash net cash net cash
Net interest cover (x) na na na na na
Debt/EBITDA (x) 0.5 0.4 0.0 0.4 0.6
Capex/revenue (%) 4.4 5.7 2.9 12.5 11.0
Net debt/ (net cash) (31.3) (28.3) (38.1) (39.8) (46.4)

Source: Company; Maybank
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Experience

Formerly Vice Chairman of the Board of Invest Penang Bhd

Currently heads the board of Mini-Circuits Technologies
Malaysia, Gibraltar Semiconductor, Blue Cell Technologies

and Mini-Circuits Taiwan Ltd
Previously worked at Hewlett-Packard Malaysia (HPM) where
he initiated and led the in-house machine vision team

Currently serves as the CEO of ViTrox Group

Co-founder of ViTrox Technologies Sdn Bhd

Currently overseas the operations for the Machine Vision
System (MVS) business unit

Played a pivotal role in the development of many products for
the company such as the Mark Lead Inspection System, IC

Package Inspection System, Object Verification System and

Die Counting System and the 4-in-1 Integration solution
Currently involved in R&D of new machine vision products

A Chartered Accountant of the Malaysian Institute of
Accountants and a Certified Practicing Accountant of the

Australian Society of Certified Practicing Accountants

Currently attached to Dynacraft Industries (M) Sdn Bhd as

Finance Manager

Lecturer in signal processing and researcher in image

processing since 1984

Currently leads the Centre for Intelligent Signal and Imaging
Research (CISIR)

Founder of MOL Online Sdn Bhd and Jobstreet.com Sdn Bhd

Sits on the Board of Innity Corporation Bhd, Jobsreet

Corporation Bhd and 104 Corporation in Taiwan
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Urmil SHAH
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Vishal MODI
(91) 22 6623 2607 vishal@maybank-ke.co.in
« Banking & Financials

SINGAPORE

NG Wee Siang Head of Research
(65) 6231 5838 ngweesiang@maybank-ke.com.sg
« Banking & Finance

Gregory YAP

(65) 6231 5848 gyap@maybank-ke.com.sg
« SMID Caps - Regional

« Technology & Manufacturing « Telcos

YEAK Chee Keong, CFA

(65) 6231 5842
yeakcheekeong@maybank-ke.com.sg
« Offshore & Marine

Derrick HENG
(65) 6231 5843 derrickheng@maybank-ke.com.sg
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WEI Bin
(65) 6231 5844 weibin@maybank-ke.com.sg
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John CHEONG
(65) 6231 5845 johncheong@maybank-ke.com.sg
« Small & Mid Caps « Healthcare

TRUONG Thanh Hang
(65) 6231 5847 hang.truong@maybank-ke.com.sg
« Small & Mid Caps

Wilianto IE Head of Research
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« Strategy
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rahmi.marina@maybank-ke.co.id
« Banking & Finance
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« Property
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« Infrastructure « Construction « Transport

Janni ASMAN
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janni.asman@maybank-ke.co.id
« Cigarette « Healthcare « Retail
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« Strategy
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Lovell SARREAL

(63) 2 849 8841
lovell_sarreal@maybank-atrke.com
« Consumer « Media « Cement

Rommel RODRIGO

(63) 2 849 8839
rommel_rodrigo@maybank-atrke.com
« Conglomerates « Property « Gaming
« Ports/ Logistics

Katherine TAN

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

Ramon ADVIENTO

(63) 2 849 8845
ramon_adviento@maybank-atrke.com
« Mining

THAILAND
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Maria.L@maybank-ke.co.th
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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 after 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. MKE may, to the extent
permitted by law, act upon or use the information presented herein, or the research or analysis on which they are based, before the material is published.
One or more directors, officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report.

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

The disclosure of the survey result of the Thai Institute of Directors Association (“lOD”) regarding corporate governance is made pursuant to the policy of the
Office of the Securities and Exchange Commission. The survey of the IOD 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. Maybank Kim Eng Securities (Thailand) Public
Company Limited (“MBKET”) does not confirm nor certify the accuracy of such survey result.

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of MBKET.
MBKET accepts no liability whatsoever for the actions of third parties in this respect.

us

This research report prepared by MKE 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. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the US.
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.

UK

This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial Services
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.
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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 material is issued and
distributed in Singapore by Maybank KERPL (Co. Reg No 197201256N) which is regulated by the Monetary Authority of Singapore. Indonesia: PT Kim Eng
Securities (“PTKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK. 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 JSC (License Number: 71/UBCK-GP) is licensed under the State Securities Commission of Vietham.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 (Reg No: INF/INB 231452435) and the Bombay Stock Exchange (Reg. No. INF/INB 011452431) and is
regulated by Securities and Exchange Board of India. KESI is also registered with SEBI as Category 1 Merchant Banker (Reg. No. INM 000011708) 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 Services 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 8 January 2014, 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: KESHK may have financial interests in relation to an issuer or a new listing applicant referred to as defined by the requirements under Paragraph
16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission.

As of 8 January 2014, KESHK and the authoring analyst do not have any interest in any companies recommended in this 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.

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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