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What's New

e 3QFY18 earnings up 4% y-o-y on boost from JV profits

e Singapore Airshow starting this week (6 Feb); typically
share price has positive correlation with newsflow on
contracts/tie-ups

Singapore Airshow may bring some cheer
Opportunity to buy on share price weakness. Over the last 7
months, SIA Engineering (SIE)’s share price has declined c.20%
from the previous peak, owing to a combination of weaker-
than-expected 1HFY 18 earnings, removal from the STI index
since September 2017, and an alleged bulk sale of shares at a
discount. We now see an opportunity to buy on weakness. SIE’s
forward P/E is now around the -1SD level relative to its 5-year
average. Further, with the Singapore Airshow starting this
week, we expect some announcements of contracts and/or
partnerships, which could be a catalyst for an upward re-rating
of the shares (share price has risen by 8% on average over the
last 5 Singapore Airshows on such announcements).

Additionally, while revenues remained flat in 3QFY 18, we saw a
jump in JV earnings (primarily from SAESL, which is SIE’s Rolls-
Royce engine JV) which could hint at some upswing in the
engine MRO cycle. Upgrade to BUY with TP of $$3.86 (20% all-
in return including c¢.4% dividend vyield).

Not to forget the medium-term opportunities as they draw

e Completion of sale of associate ACTS should result in
S$14.4m one-off gain in 4QFY18

Price Relative

s Relative Index

s 20 nearer. SIE has a new GE engine facility which is likely to be
e 170 operational in 2019; it is slated to perform cabin retrofitting
. e work on SIA’s legacy A380s (end of 2018 at the earliest); and
== 7o there is the gradual ramp-up of its Japan line maintenance
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operations as well. We expect EPS growth to return to positive
territory from FY19 onwards.
Tweaking earnings upward on higher JV profits. While we had

—SIA Engineering (LHS) — Relative STI (RHS)

Forecasts and Valuation

FY Mar (5$ m) 2017A  2018F 2019F  2020F slightly underestimated some operating costs (materials, staff
Revenue 7104 1,087 1,092 1,130 cost), this is offset by raising estimated JV/associate profits.
EBITDA 243 237 245 265 FY18/19F earnings are thus raised by c.10% each.
Pre-tax Profit 355 193 200 219
Net Profit 332 172 176 193 PP
Net Pft (Pre Ex.) 174 172 176 ey ElERED _ _
Net Pft Gth (Pre-ex) (%) @.1) 0.7) 2.3 97 Our revised TP of $$3.86 is based on a blended valuation
EPS (S cts) 29.6 15.3 15.7 17.2 framework (PE, EV/EBITDA, dividend yield and DCF), and
EPS Pre Ex. (S cts) 15.4 15.3 15.7 17.2 includes a 20% M&A/privatisation premium.
EPS Gth Pre Ex (%) 4) (1) 2 10
Diluted EPS (S cts) 293 15.2 15.5 17.1 i i
Net DPS (S cts) 180 135 140 150 Key Risks to Our View:
BV Per Share (S cts) 138 136 138 141 We cannot rule out a lengthy period of weak MRO demand
PE (X) 1.3 217 213 19.4 amid structural changes in the industry. Increasing competition
PE Pre Ex. (X) 21.6 21.7 21.3 19.4 . .
P/Cash Flow (X) 284 30.2 316 282 could also lead to renewed stress on the margin front. Upside
EV/EBITDA (X) 13.2 13.8 135 12.6 risk exists in the form of potential privatisation/M&A.
Net Div Yield (%) 54 4.1 4.2 4.5
P/Book Value (X) 2.4 2.5 2.4 2.4 At A Glance
Net Dekz’r/Equity X) CASH CASH CASH CASH Issued Capital (m shrs) 1,118
ROAE (%) 219 112 NS5 123 Mkt. Cap (S$m/US$m) 3,724/ 2,821
I(E:arnings Rev (;/tz% ; 10 10 N/A Major Shareholders (%)
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WHAT'S NEW

Bumper quarter for JV profits

Net earnings up 4% y-o0-y on boost from JV profits. This
guarter’s earnings saw an upside surprise from JV income,
which boosted earnings to $$54.8m, representing 4% y-o-y
increase and a 44% g-o-q jump (as 1Q/2QFY 18 were weaker
quarters). Excluding the boost from associate/JVs, operating
profits remained below historical trend levels at $$18.2m for
the quarter. EBIT margins were flattish compared to previous
quarters.

Revenues flat g-o0-g. Topline was comparable to previous
quarters (down 0.5% y-o-y and 1% g-o0-q) at S$271m as the
decrease in fleet management revenue continued to take its
toll, partially offset by stronger line maintenance revenues.

Strong showing from SAESL - a hint at Trent engine MRO
upcycle? As mentioned, profit from JVs spiked upward
sharply this quarter to $$22.9m (vs. S$4.7m in 2QFY18 and
S$14.3m in 3QFY 17 —profits tend to be lumpy), which was

Quarterly / Interim Income Statement (S$m)

unexpected, and provided a boost to the bottomline. JV
profits are mainly derived from SAESL, which is the engine JV
with Rolls Royce. There was no mention of extraordinary
items at the JV level, so this could point to an upswing in
work, albeit it could be too early to call for a secular recovery
from one quarter of strong earnings. Meanwhile associate
profit contribution was $$17.9m this quarter was
comparable to the previous few quarters.

Completion of sale of ACTS. SIE completed the sale of its
stake in former associate Asian Compressor Technology
Services Company Limited (ACTS) on 22 Jan 2018, which
should result in a one-off gain of S$14.4m and cash proceeds
of S$14.7m in 4QFY18. Given the relatively small size of the
sale, we don’t think this points to any sort of special dividend
at financial year-end (March 2018).

FY Mar 3Q2017 2Q2018 3Q2018 % chg yoy % chg qoq
Revenue 272 275 271 (0.5) (1.3)
Cost of Goods Sold (247) (255) (252) 2.1 (1.1)
Gross Profit 25.2 19.5 18.6 (26.2) 4.6)
Other Oper. (Exp)/Inc 0.0 0.0 0.0 - -
Operating Profit 25.2 19.5 18.2 (27.8) 6.7)
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 - -
Associates & JV Inc 31.6 22.9 40.8 29.1 78.2
Net Interest (Exp)/Inc 0.80 1.00 0.90 12.5 (10.0)
Exceptional Gain/(Loss) 2.30 0.50 0.40 (82.6) (20.0)
Pre-tax Profit 59.9 43.9 60.3 0.7 374
Tax (6.3) (5.5) (5.2) (17.5) (5.5)
Minority Interest (1.0) (0.3) (0.3) 70.0 0.0
Net Profit 52.6 38.1 54.8 4.2 43.8
Net profit bef Except. 50.3 37.6 54.4 8.2 44.7
EBITDA 70.2 56.1 73.1 4.1 30.3
Margins (%)

Gross Margins 9.3 7.1 6.9

Opg Profit Margins 9.3 7.1 6.7

Net Profit Margins 19.3 13.9 20.2

Source of all data: Company, DBS Bank

BDBS
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SINGAPORE AIRSHOW TENDS TO GIVE SIE’'S STOCK A
BOOST

Good chance of contract/tie-up announcements in this year's
Singapore Airshow. SIE has a history of inking deals at the
Singapore Airshow since the biennial event began in 2008.
Some years have seen more significant deals than others,
with 2016’s Airshow one of the better years in our view, in
light of the Airbus JV and Trent work secured. Nonetheless
every year's Airshow thus far has brought with it some good
news, and we are hopeful for more at this year’s event, being
held this week from 6-11 February.

The market likes deal related newsflow. The market has
rewarded SIE for its announcements of contracts/partnerships

that have come in tandem with the Singapore Airshow. SIE's
share price was up an average of 4% in the 30 days after the
last five Airshows and 8% 90 days after. Notably, 2016’s
bumper year saw its share price up almost 10% during the 90
days after the event, and in 2008 its share price was up 15%
90 days after, despite the broader STI being flattish in that
same time period (amid a challenging time for markets during
the GFC period). The 2008 performance hints at our thesis
that post-airshow positive newsflow provides support for SIE’s
share price as a safe haven stock amid any market volatility.
The current lofty valuations in the broader market could also
lead to investor interest in laggard stocks.

Past contract announcements from the biennial Singapore Airshow (which started in 2008)

SG airshow Announcement
Year dates Date
2018 6-11 Feb

Details of announcement
Potential new contracts//Vs?

SIAEC forms JV with Airbus for airframe maintenance, cabin upgrade and modification services for A380, A350 and A330 planes

2016 16 -21Feb 18-Feb-16 Renewal of FMP agreement with Tigerair Taiwan for 5 years
17-Feb-16 JV for MRO services relating to Moog products on Boeing 787, Airbus A350 and other aircraft
17-Feb-16
16-Feb-16 SIAEC appointed as on-wing service provider for Trent engines

2014 11 to 16 Feb 12-Feb-14

2012 14 to 19 Feb 6-Feb-12
15-Feb-12
14-Feb-12

2010 2to7 Feb  3-Feb-10

2008 19 to 24 Feb 19-Feb-08
Source: Company

SIE’s share price typically sees a post-airshow upswing

S$350m services agreement with SilkAir

Signing of Inventory Technical Management services agreement with VietJet Air

SIAEC secures MRO contract for Scoot B777 fleet

SIAEC appointed as Authorised Repair Centre for wheels and brakes by Messier-Bugatti-Dowty

MoU signed with Panasonic Avoinics Corp to explore JV relating to MRO of in-flight enternatinment systems and components

SIAEC signs 3-year contract with Gulf Air for heavy maintenance work on 17 Airbus planes

(Share price, indexed: start of airshow = 100)
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Source. Bloomberg Finance L.P., DBS Bank
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CRITICAL DATA POINTS TO WATCH

Critical Factors

Close to 70% of top line is driven by parent SIA. This is mainly
due to legacy reasons, as SIE was born as the in-house MRO
operations centre of SIA before it was independently listed in
2000. The growth and maintenance cycle of SIA's fleet
therefore strongly impacts SIE’s core businesses of line
maintenance, heavy maintenance and fleet management.

Line maintenance division largely driven by Changi Airport
traffic. SIE already captures around 80% of the line
maintenance market at Changi Airport, thus market share gains
are unlikely. We estimate flights handled by SIE to grow by
€.3% annually in FY18 and FY19. In the longer term, continued
growth of Singapore as a tourism hub to the region and the
addition of capacity via the upcoming Terminals 4 and 5, as well
as expansion into other regions (e.g. recent moves into Japan)
should help drive line maintenance revenues and earnings.

Heavy maintenance headwinds prevail in near term. The heavy
maintenance segment saw revenues decline by 8% and 2% in
FY16 and FY 17 respectively, which was largely attributed to the
phasing in of newer aircraft with longer maintenance cycles and
less need for maintenance by virtue of just being new.

SIE's partnerships with airframe OEMs provide a first-mover
advantage. SIE incorporated a fleet management JV with Boeing
in 2015, and in 2016 inked another airframe MRO JV with
Airbus. These deals will give SIE a strong foothold in securing
fleet management and MRO work in Asia Pacific derived from
the airframe OEM's total care programmes, which have been
gaining traction with airlines. While MRO providers now have to
carve out some of the pie to airframe OEMs, SIE's JV
agreements are a bet that the volumes allocated to the JVs will
more than offset the sharing of profits. By positioning itself as
an OEM partner early in the game, SIE should benefit in the
long term from the territorial exclusivity granted to it.

JVs/associates contribute roughly 50-60% to the bottom line.
SIE has 24 associates and JVs in nine countries, with engine
overhaul centres comprising the bulk of JV/associate revenues.
However, the phasing out of older generation engine models
and extended maintenance intervals for their successors
continue to dampen contributions from the company’s key
engine MRO centres Eagle Services Asia and SAESL.

Low oil prices have not fed through to MRO players
significantly. The slump in fuel prices means that some airlines
have delayed the retirement of older aircraft but it is unclear if
these older aircraft will be put through the next round of heavy
checks or be sent to the scrapyards, given the substantial
backlog of new aircraft under construction.

Base maintenance revenue

460.2 4 451 444 430 434 456
394.5 +
328.7 +H
263.0 +
197.2
131.5
65.7
0.0 - T T T
2016A 2017A 2018F 2019F 2020F
Line maintenance revenue
572
583.2 - 555
513 539
466.6 - 460
349.9 +
233.3 4
116.6 |
0.0 T T
2016A 2017A 2018F 2019F 2020F
Fleet management revenue
20573 4 202
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82.29 -+
41.15
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2016A 2017A 2018F 2019F 2020F
Profit from associates & JVs
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97.0 { 942 96.5
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24.2 +H
0.0
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Source: Company, DBS Bank
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Appendix 1: A look at SIE's listed history — what drives its share price?

SIA Engineering'’s share price has shown the highest correlation to its revenues (not earnings)

SIE share price vs. revenue
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Balance Sheet:

Strong balance sheet provides headroom for expansion. SIE has
very low leverage, with gross debt-to-equity ratio at only 0.02x.
It is also in a net cash position with ~S$450m of cash reserves
on its balance sheet at 3QFY18. Thus, should attractive
opportunities arise, SIE could still utilise its cash reserves, and/or
also fund such projects with additional debt, which could help
drive long-term growth.

Share Price Drivers:

M&A and other corporate activity are catalysts. In order to
tackle some of the structural issues, SIE may consider merging
with or partnering third-party MROs with complementary
business models. A combination of SIE and ST Aerospace is also
possible, and would consolidate Singapore’s credentials as an
aviation hub, as synergies are realised in the form of bigger
scale, cost efficiencies and breadth of offerings. Under such a
scenario, the target company — in this case, SIE — usually sees a
positive reaction in share price, as other parties may need to pay
a premium over market prices. Finally, we would not rule out
potential privatisation by parent Singapore Airlines.

Key Risks:

Continued erosion of heavy maintenance revenues. As newer
aircraft — with longer check intervals and lower man-hours
required overall, owing to hardier aluminium/composite
materials used in airframes and interiors — continue to account
for a larger proportion of the global fleet, there is a risk that
SIE does not capture a large enough share of the growing Asia
Pacific fleet, which would ideally serve to offset the declining
MRO revenue from these newer aircraft.

Competition risk: Garuda’s MRO subsidiary GMF AeroAsia,
which has lower costs than SIE, is setting up a new hangar in
Batam, targeted at international airlines. Also, new JVs and
associates, such as the Boeing fleet management JV, carry the
risk of cannibalising some of the group's existing revenue lines,
which could slow growth.

Company Background

SIA Engineering (SIE) is a leading regional aircraft maintenance,
repair and overhaul (MRO) company with bases in Singapore
and Philippines. A comprehensive cluster of JVs with renowned
OEM s allows it to provide a full suite of MRO services.

Leverage & Asset Turnover (x)
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Key Assumptions
FY Mar 2016A 2017A 2018F 2019F 2020F
Base maintenance revenue 451 444 430 434 456
Line maintenance revenue 460 513 539 555 572
Fleet management revenue 202 148 118 103 103
Profit from associates & JVs 94.2 96.5 110 115 120

Income Statement (S$m)

FY Mar 2016A 2017A 2018F 2019F 2020F

Revenue 1,113 1,104 1,087 1,092 1,130

Cost of Goods Sold (1,008) (1,011) (1,013) (1,015) (1,038)

Gross Profit 104 93.3 74.4 771 91.9

Other Opng (Exp)/Inc 0.0 0.0 0.0 0.0 0.0

Operating Profit 104 93.3 74.4 771 91.9

Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0

Associates & JV Inc 94.2 96.5 110 115 120

Net Interest (Exp)/Inc 7.80 6.40 8.98 7.82 7.39

Exceptional Gain/(Loss) (4.4) 159

Pre-tax Profit 202 355

Tax (20.8) (17.9)

Minority Interest (4.6) (4.8) Gains and dividend related to
Preference Dividend 0.0 0.0 . . : sale of 10% stake in HAESL, less
Net Profit 177 332 172 176 193 additional staff provisign costs.
Net Profit before Except. 181 174 172 176 193 We have yet to factor in the
EBITDA 243 243 237 245 265 gains on disposal of stake in
Growth associate ACTS.

Revenue Gth (%) (0.7) (0.8) (1.5) 0.4 3.5

EBITDA Gth (%) 4.0 0.0 (2.2) 3.2 8.1

Opg Profit Gth (%) 24.3 (10.6) (20.2) 3.6 19.1

Net Profit Gth (Pre-ex) (%) 2.0 4.1) (0.7) 2.3 9.7

Margins & Ratio

Gross Margins (%) 9.4 8.5 6.8 7.1 8.1

Opg Profit Margin (%) 9.4 8.5 6.8 7.1 8.1

Net Profit Margin (%) 15.9 30.1 15.8 16.1 17.1

ROAE (%) 12.6 21.9 11.2 11.5 12.3

ROA (%) 10.2 17.8 9.0 9.2 9.9

ROCE (%) 6.3 55 4.1 4.3 5.0

Div Payout Ratio (%) 89.1 60.9 88.1 89.4 87.3

Net Interest Cover (x) NM NM NM NM NM

Source: Company, DBS Bank
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Quarterly / Interim Income Statement (S$m)

FY Mar 3Q2017 4Q2017 1Q2018 2Q2018 3Q2018
Revenue 272 295 273 275 271
Cost of Goods Sold (247) (272) (255) (255) (252)
Gross Profit 25.2 23.9 18.1 19.5 18.6
Other Oper. (Exp)/Inc 0.0 0.0 0.0 0.0 0.0
Operating Profit 25.2 23.9 18.1 19.5 18.2
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0
Associates & JV Inc 31.6 27.0 21.1 229 40.8
Net Interest (Exp)/Inc 0.80 0.90 1.10 1.00 0.90
Exceptional Gain/(Loss) 2.30 0.0 0.0 0.50 0.40
Pre-tax Profit 59.9 51.8 40.3 43.9 60.3
Tax (6.3) (4.8) 4.1) (5.5) (5.2)
Minority Interest (1.0) (1.1) 0.0 (0.3) (0.3)
Net Profit 52.6 459 36.2 38.1 54.8
Net profit bef Except. 50.3 459 36.2 37.6 54.4
EBITDA 70.2 64.9 53.0 56.1 73.1
Growth

Revenue Gth (%) 2.8 8.5 (7.7) 0.7 (1.3)
EBITDA Gth (%) 27.9 (7.5) (18.3) 5.8 30.3
Opg Profit Gth (%) 2.9 (5.2) (24.3) 7.7 (6.7)
Net Profit Gth (Pre-ex) (%) 40.9 (8.7) (21.1) 3.9 44.7
Margins

Gross Margins (%) 9.3 8.1 6.6 7.1 6.9
Opg Profit Margins (%) 9.3 8.1 6.6 7.1 6.7
Net Profit Margins (%) 19.3 15.5 13.3 13.9 20.2
Balance Sheet (S$m)

FY Mar 2016A 2017A 2018F 2019F 2020F
Net Fixed Assets 341 332 349 366 383
Invts in Associates & JVs 492 542 581 622 664
Other LT Assets 63.4 65.3 65.3 65.3 65.3
Cash & ST Invts 394 602 524 495 478
Inventory 155 148 152 152 158
Debtors 91.0 87.5 88.9 89.3 92.4
Other Current Assets 286 142 142 142 142
Total Assets 1,822 1,918 1,902 1,932 1,983
ST Debt 8.80 4.00 4.00 4.00 4.00
Creditor 228 250 259 260 269
Other Current Liab 19.8 24.9 28.5 29.2 31.1
LT Debt 24.5 21.9 21.9 21.9 21.9
Other LT Liabilities 29.5 29.1 29.1 29.1 29.1
Shareholder’s Equity 1,486 1,554 1,524 1,548 1,584
Minority Interests 26.4 34.0 35.9 39.7 43.9
Total Cap. & Liab. 1,822 1,918 1,902 1,932 1,983
Non-Cash Wkg. Capital 285 102 95.5 94.7 92.2
Net Cash/(Debt) 361 576 498 469 452
Debtors Turn (avg days) 30.6 29.5 29.6 29.8 29.3
Creditors Turn (avg days) 86.1 91.1 96.8 98.4 98.0
Inventory Turn (avg days) 52.9 57.7 56.9 57.6 57.4
Asset Turnover (x) 0.6 0.6 0.6 0.6 0.6
Current Ratio (x) 3.6 3.5 3.1 3.0 2.9
Quick Ratio (x) 1.9 2.5 2.1 2.0 1.9
Net Debt/Equity (X) CASH CASH CASH CASH CASH
Net Debt/Equity ex MI (X) CASH CASH CASH CASH CASH
Capex to Debt (%) 1231 147.9 270.3 270.3 270.3
Z-Score (X) 9.1 8.7 8.4 8.4 8.2

Source: Company, DBS Bank
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Cash Flow Statement (S$m)
FY Mar 2016A 2017A 2018F 2019F 2020F
Pre-Tax Profit 202 355 193 200 219
Dep. & Amort. 43.9 52.8 52.8 52.8 52.8
Tax Paid (18.6) (20.4) (15.7) (19.3) (20.0)
Assoc. & JV Inc/(loss) (94.2) (96.5) (110) (115) (120)
Chg in Wkg.Cap. (65.9) 29.7 3.30 0.07 0.65
Other Operating CF 9.90 (189) 0.0 0.0 0.0
Net Operating CF 77.1 132 124 118 133
Capital Exp.(net) (41.0) (38.3) (70.0) (70.0) (70.0)
Other Invts.(net) 0.0 0.0 0.0 0.0 0.0
Invts in Assoc. & JV (19.4) 3.80 0.0 0.0 0.0
Div from Assoc & JV 78.5 62.4 711 74.4 77.6
Other Investing CF 3.60 196 0.0 0.0 0.0
Net Investing CF 21.7 224 1.13 4.36 7.60
Div Paid (163) (135) (202) (152) (157)
Chg in Gross Debt 0.80 (8.7) 0.0 0.0 0.0
Capital Issues (1.1) 0.0 0.0 0.0 0.0
Other Financing CF (4.3) 6.1) 0.0 0.0 0.0
Net Financing CF (168) (150) (202) (152) (157)
Currency Adjustments (1.1) 2.30 0.0 0.0 0.0
Chgin Cash (69.8) 208 (77.4) (28.9) (17.1)
Opg CFPS (S cts) 12.7 9.08 10.7 10.5 1.7
Free CFPS (S cts) 3.21 8.32 4.79 4.31 5.58
Source: Company, DBS Bank
Target Price & Ratings History
S
432 5% b . 12-mth
ate of Closing .
S.No. REa Price Target Rating
412 t P Price
1: 06 Feb 17 3.52 358  HOLD
392 2: 10 Feb 17 3.65 358  HOLD
3: 16 May 17 3.95 384  HOLD
3.72 4: 26 Jul17 3.71 384  HOLD
5: 27 Jul17 3.60 384  HOLD
3.52 6: 07 Nov 17 328 348  HOLD
3.32
3.12
2.92 T T T T T
Feb-17 Apr-17 Jun-17 Aug-17 Oct-17 Dec-17
Note : Share price and Target price are adjusted for corporate actions.
Source: DBS Bank
Analyst:  Suvro Sarkar
Glenn Ng
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DBS Bank recommendations are based an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total returni.e. >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

Completed Date: 5 Feb 2018 09:38:06 (SGT)
Dissemination Date: 5 Feb 2018 10:30:01 (SGT)

Sources for all charts and tables are DBS Bank unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd, its respective connected and associated
corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any means or (ii)
redistributed without the prior written consent of DBS Bank Ltd.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS
Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively,
the “"DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into account any other
factors which we may consider to be relevant or appropriate in preparing the research. Accordingly, we do not make any representation or
warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are subject to change without
notice. This research is prepared for general circulation. Any recommendation contained in this document does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of addressees
only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal or financial
advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit)
arising from any use of and/or reliance upon this document and/or further communication given in relation to this document. This document is not
to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons
associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group, may have
positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and
other banking services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments.
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed, it may
not contain all material information concerning the company (or companies) referred to in this report and the DBS Group is under no obligation to
update the information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned
schedule or frequency for updating research publication relating to any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED
UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:

(a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the
commodity referred to in this report.
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DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any public
offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does not engage
in market-making.

ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her
compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s)
primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate! does not serve as an officer of the
issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real
estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the
management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for the content of this research report or
his associate does not have financial interests? in relation to an issuer or a new listing applicant that the analyst reviews. DBS Group has
procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the production of
research reports. The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment
banking function of the DBS Group and procedures are in place to ensure that confidential information held by either the research or investment
banking function is handled appropriately. There is no direct link of DBS Group's compensation to any specific investment banking function of the
DBS Group.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd ("'DBSVS"), DBSV HK or their subsidiaries and/or other affiliates have a
proprietary position in the Singapore Airlines recommended in this report as of 29 Dec 2017.

2. Neither DBS Bank Ltd, DBS HK nor DBSV HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research
Report.

Compensation for investment banking services:

3. DBS Bank Ltd, DBS HK, DBSVS, DBSV HK, their subsidiaries and/or other affiliates of DBSVUSA have received compensation, within the past
12 months for investment banking services from Singapore Airlines as of 29 Dec 2017.

4. DBS Bank Ltd, DBS HK, DBSVS, their subsidiaries and/or other affiliates of DBSVUSA have managed or co-managed a public offering of
securities for Singapore Airlines in the past 12 months, as of 29 Dec 2017

5. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities as a
manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to obtain further
information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document
should contact DBSVUSA exclusively.

Directorship/trustee interests:
6. Peter Seah Lim Huat, Chairman & Director of DBS Group Holdings, is a Director / Chairman of Singapore Airlines as of 31 Dec 2017

Disclosure of previous investment recommendation produced:

7. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd ("'DBSVS"), their subsidiaries and/or other affiliates may have published other
investment recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12
months. Please contact the primary analyst listed in the first page of this report to view previous investment recommendations published by
DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd ("'DBSVS"), their subsidiaries and/or other affiliates in the preceding 12 months.

" An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of
which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person
accustomed or obliged to act in accordance with the directions or instructions of the analyst.

2 Finandial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an issuer or a
new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term
does not include commercial lending conducted at arm's length, or investments in any collective investment scheme other than an issuer or new
listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.
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RESTRICTIONS ON DISTRIBUTION

General

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.

Australia

This report is being distributed in Australia by DBS Bank Ltd. (“DBS") or DBS Vickers Securities (Singapore) Pte Ltd
("DBSVS"). DBS holds Australian Financial Services Licence no. 475946.

DBSVS is exempted from the requirement to hold an Australian Financial Services Licence under the Corporation Act 2001
("CA") in respect of financial services provided to the recipients. DBSVS is regulated by the Monetary Authority of Singapore
under the laws of Singapore, which differ from Australian laws.

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report has been prepared by a person(s) who is not licensed by the Hong Kong Securities and Futures Commission to
carry on the regulated activity of advising on securities in Hong Kong pursuant to the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong). This report is being distributed in Hong Kong and is attributable to DBS Vickers
Hong Kong Limited, a licensed corporation licensed by the Hong Kong Securities and Futures Commission to carry on the
regulated activity of advising on securities pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong).

For any query regarding the materials herein, please contact Paul Yong (CE. No. ASE988) at equityresearch@dbs.com.

Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received from
ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection with this
report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report are advised
that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected
and associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any
of them may have positions in, and may effect transactions in the securities mentioned herein and may also perform or seek
to perform broking, investment banking/corporate advisory and other services for the subject companies. They may also
have received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and
other services from the subject companies.

P

A

o)

‘%&—.

Wong Ming Tek, Executive Director, ADBSR

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.
198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial
Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert
Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons
only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from,
or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.
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United This report is produced by DBS Bank Ltd which is regulated by the Monetary Authority of Singapore.

Kingdom
This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is authorised
and regulated by the Financial Conduct Authority in the United Kingdom.
In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any
form or by any means or (i) redistributed without the prior written consent of DBSVUK. This communication is directed at
persons having professional experience in matters relating to investments. Any investment activity following from this
communication will only be engaged in with such persons. Persons who do not have professional experience in matters
relating to investments should not rely on this communication.

Dubai This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at PO Box 506538, 3rd Floor,

International Building 3, East Wing, Gate Precinct, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank

Financial Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This research report is intended only for

Centre professional clients (as defined in the DFSA rulebook) and no other person may act upon it.

United Arab This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined

Emirates in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for information purposes

only and should not be relied upon or acted on by the recipient or considered as a solicitation or inducement to buy or sell
any financial product. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situation, or needs of individual clients. You should contact your relationship manager or investment
adviser if you need advice on the merits of buying, selling or holding a particular investment. You should note that the
information in this report may be out of date and it is not represented or warranted to be accurate, timely or complete. This
report or any portion thereof may not be reprinted, sold or redistributed without our written consent.

United States

This report was prepared by DBS Bank Ltd. DBSVUSA did not participate in its preparation. The research analyst(s) named
on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The research
analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a subject company,
public appearances and trading securities held by a research analyst. This report is being distributed in the United States by
DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to Major U.S. Institutional
Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified persons as DBSVUSA may
authorize. Any U.S. person receiving this report who wishes to effect transactions in any securities referred to herein should
contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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DBS Regional Research Offices

HONG KONG

DBS Vickers (Hong Kong) Ltd

Contact: Paul Yong

18th Floor Man Yee Building

68 Des Voeux Road Central

Central, Hong Kong

Tel: 65 6878 8888

Fax: 65 65353 418

e-mail: equityresearch@dbs.com

Participant of the Stock Exchange of Hong Kong

INDONESIA

PT DBS Vickers Sekuritas (Indonesia)
Contact: Maynard Priajaya Arif

DBS Bank Tower

Ciputra World 1, 32/F

JI. Prof. Dr. Satrio Kav. 3-5

Jakarta 12940, Indonesia

Tel: 62 21 3003 4900

Fax: 6221 3003 4943

e-mail: research@id.dbsvickers.com

MALAYSIA

AllianceDBS Research Sdn Bhd
Contact: Wong Ming Tek (128540 U)
19th Floor, Menara Multi-Purpose,
Capital Square,

8 Jalan Munshi Abdullah 50100
Kuala Lumpur, Malaysia.

Tel.: 603 2604 3333

Fax: 603 2604 3921

e-mail: general@alliancedbs.com

THAILAND

DBS Vickers Securities (Thailand) Co Ltd
Contact: Chanpen Sirithanarattanakul
989 Siam Piwat Tower Building,

9th, 14th-15th Floor

Rama 1 Road, Pathumwan,

Bangkok Thailand 10330

Tel. 66 2 857 7831

Fax: 66 2 658 1269

e-mail: research@th.dbs.com

Company Regn. No 0105539127012
Securities and Exchange Commission, Thailand

SINGAPORE

DBS Bank Ltd

Contact: Janice Chua

12 Marina Boulevard,

Marina Bay Financial Centre Tower 3
Singapore 018982

Tel: 65 6878 8388

Fax: 65 65353 418

e-mail: equityresearch@dbs.com
Company Regn. No. 196800306E
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