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What's New

e Five-year transformation journey begins

e Leveraging on existing network to capture new growth
areas, such as medicine, food, and grocery delivery

e Medicine delivery in Singapore has strong growth
potential

e Reiterate BUY, TP of S$1.55
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Forecasts and Valuation

FY Mar (S$m) 2017A 2018A  2019F  2020F
Revenue 1,348 1,464 1,581 1,700
EBITDA 202 199 227 248
Pre-tax Profit 55.0 146 163 184
Net Profit 334 126 130 147
Net Pft (Pre Ex.) 122 112 130 147
Net Pft Gth (Pre-ex) (%) (10.8) (8.3) 16.4 12.8
EPS (S cts) 1.52 5.59 5.75 6.49
EPS Pre Ex. (S cts) 5.57 4.94 5.75 6.49
EPS Gth Pre Ex (%) (12) (11) 16 13
Diluted EPS (S cts) 1.52 5.59 5.75 6.49
Net DPS (S cts) 3.50 3.50 4.00 4.00
BV Per Share (S cts) 62.0 62.0 63.7 66.2
PE (X) 87.9 24.0 23.3 20.6
PE Pre Ex. (X) 241 271 233 20.6
P/Cash Flow (X) 14.7 15.3 19.6 13.6
EV/EBITDA (X) 16.5 16.8 14.8 13.2
Net Div Yield (%) 2.6 2.6 3.0 3.0
P/Book Value (X) 2.2 2.2 2.1 2.0
Net Debt/Equity (X) CASH CASH CASH CASH
ROAE (%) 2.6 9.2 9.2 10.0
Earnings Rev (%): - -
Consensus EPS (S cts): 5.70 6.50

Other Broker Recs: B: 7 S:2 H: 2

Source of all data on this page: Company, DBS Bank, Bloomberg
Finance L.P

Opportunities abound!

Opportunities abound, reiterate BUY with TP of S$1.55.
Singapore Post (SPOST) has embarked on a five-year “LEAP23
strategy” as it outlines its transformation execution strategy.
SPOST s also exploring new opportunities such as food,
medicine and grocery delivery. We project 14% earnings CAGR
over FY18-20F as (1) the worst may be over in the Postal
segment due to the introduction of terminal dues in 4Q18 with
mitigation measures in place; (i) narrowing losses in the
eCommerce segment due to TradeGlobal’s transformation with
projected breakeven in FY20F; and (iii) recovery in the Logistics
segment from market share gains in Singapore. SPOST
eCommerce-related revenue grew 27% y-o-y in 4Q18 and
formed ¢.60% of total revenue. With ¢.3% yield, SPOST is a
unique play on e-commerce-logistics growth in Asia.

Where we differ: We believe that SPOST, being the dominant
player locally with low cost of capital, is well-positioned to
establish market leadership in Singapore’s fragmented
eCommerce logistics sector (~20% market share in parcels).

Potential catalyst: In the near term, any turnaround at SPOST's
eCommerce and Logistics segments would be a major catalyst
for its share price. In the medium term, we believe that new
areas of opportunities, such as food, grocery, and medicine
delivery, as well as the potential divestment of SPC mall could
be catalysts.

Valuation:

Maintain BUY, TP of S$1.55. We use DCF valuation (WACC
6%, terminal growth rate 3%) to derive our TP of $S$1.55. The
stock offers a yield of c.3% at the current share price.

Key Risks to Our View:

Impact of higher terminal dues (increase in international small
packets postage rates cannot negate rise in terminal dues) and
further escalation of eCommerce losses could depress SPOST's
bottom line in the medium term. The opening of Alibaba’s
regional logistics hub is also a downside risk for SPOST.

At A Glance
Issued Capital (m shrs) 2.263
Mkt. Cap (S$m/US$m) 3.033/2.221
Maior Shareholders (%)
Temasek Holdings Private Ltd 21.9
Alibaba Investment Ltd 145
Free Float (%) 63.6
3m Ava. Dailv Val (US$m) 4.6

ICB Industrv : Industrials / Industrial Transoortation

BDBS
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WHAT’S NEW

Opportunities abound!

The LEAP23 strategy — a five-year transformation journey.
Under its CEO, Mr Paul Coutts, SPOST's five-year roadmap
(LEAP23 strategy) outlines its transformation execution
strategy. Notably, SPOST has established a Group
Transformation Office to coordinate and drive transformation
initiatives within the group, and a global conference in April
2018 saw the gathering of 400 leaders across the group. We
believe SPOST is in a good position to establish its market
leadership in Singapore’s eCommerce logistics sector, one of
the four themes of its strategic review.

New opportunities abound. We believe that SPOST is well-
positioned to capture the opportunities in new areas of
growth in food, medicine and grocery delivery services, as it
shifts its focus towards e-commerce and becoming a “last-
mile” logistics powerhouse. Medicine delivery would be
feasible while leveraging on its existing delivery network (and
potentially earnings accretive), while food and grocery
delivery might require some investments in logistics
infrastructure. We highlight our thoughts on medicine
delivery specifically below:

Medicine delivery has room for growth in Singapore.
According to our channel checks in the industry, hospitals and
polyclinics have started offering medication delivery and pick-
up services in the last year. The delivery provider varies across
different hospitals and polyclinics, and we believe that SPOST
is able to offer an attractive value proposition for medicine
delivery by utilising its existing delivery network. Our channel
checks show that this segment is largely unconsolidated with
a mix of small and big players, and different logistics partners
charging a wide range of rates for home delivery. From our
channel checks, medicine delivery has been gaining traction
especially for patients on long-term prescriptions who need
timely refill of medicine. Patients will benefit from not having
to travel and queue to collect their medications. We feel that
the delivery service will gain relevance in Singapore, where an
increasing number of chronic patients are on long-term
medication.

Existing medicine delivery landscape in Singapore -
selected hospitals and polyclinics

National SingHealth National
Healthcare Group Heart
Group* Centre
Singapore
Service Delivery to Pick-up at Home
selected selected delivery
lockers or polyclinics'
home or home
delivery delivery
Charges Locker: $2 Pick-up: $1 From $8
per Home onwards
service delivery: $4 | Home
delivery:
Free till 31
Dec 2018
Service Locker: N/A N/A
provider TA-Q-BIN

* National Healthcare Group Polyclinics and National
University Polyclinics
1 Via Prescription In Locker Box, PILBOX
Source. National Healthcare Group, SingHealth Group,

National Heart Centre Singapore

POPStations remain the dominant parcel locker network.
Locally, we believe that SPOST’s POPStations remain the
dominant parcel locker network in Singapore, with presence
in 160 locations. Competitors which have emerged in the last
two years include bluPort, which has over 70 locations which
can be commonly found within convenience stores, shopping
malls, among other places. Ninja Box has also 20 locations
across Singapore as of May 2018.

Common parcel locker network —positive for SPOST. SPOST
will also be running a one-year pilot in Punggol under Info-
communications Media Development Authority (IMDA)'s
nationwide common parcel locker system program where 39
locker sites will be located within 250m of HDB residential
blocks. Locker stations will also be made available at MRT
stations. We understand that the current POPStations, across
160 locations, are seeing healthy utilisation and believe that
in the long run, such locker networks will benefit SPOST as
this is not capex intensive and would help to address
operational and cost issues of having to redeliver parcels (at
SPOST's cost) should consumers not be able to receive the
delivery.

BDBS
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Outlook and recommendation

Continue to monitor mail margins. We remain watchful on
mail margins as some of the international terminal dues
changes have yet to be implemented. We believe that with
the roll-out of the various mitigating measures which includes
bilateral negotiations of terminal dues among others, SPOST
may see another one to two quarters of volatility in postal
operating profit before it stabilises.

Reiterate BUY with TP of S$1.55. We reiterate our BUY call
on SPOST with TP of S$1.55 as SPOST is in a good position as
it regains its focus on Singapore, leveraging on its existing
network as it implements its strategic plans. Going forward,
execution will be a key determining factor of its
transformation success. Our estimates have yet to factor in
the potential new areas of growth for SPOST.

B DBS
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CRITICAL DATA POINTS TO WATCH

Sales growth

Critical Factors -
Terminal dues impact start to kick in; mail segment's profitability may 21.8
be bottoming out. SPOST's domestic mail volumes are declining, 18.2 17
which is limiting revenue performance of the mail segment. Though 14.6 |
higher international mail volumes, due to cross-border eCommerce, 10.9 - 863
is offsetting most of the decline, lower margins of international mail, 7.3 4
compared to domestic mail, is causing margin compression in the 36 | I
segment. As a result, mail segment’s profitability has remained 0.0 |
relatively stagnant. This is likely to continue for the next 12 months. 2016A  2017A  2018A
However, potentially faster growth in cross-border eCommerce, EBIT
following the completion of its eCommerce logistics hub, could
provide some support to the mail segment’s profitability. Margin 19827 e
compression accelerated in FY17 and may have bottomed out in the 1586 4 150 148
last quarter (4Q18) at 20.5% as the impact of terminal dues kicked
in. SPOST has embarked on mitigating measures to help to offset the 1189 1
rise in terminal dues. 703 |
eCommerce segment’s turnaround. eCommerce operating income is 39-6 1
a critical driver of SPOST’s share price (see Appendix 1). Operating 0.0 | :
losses widened in 3Q17 due to foreign acquisitions, TradeGlobal and 2016A  2017A  2018A
Jagged Peak. Jagged Peak has lost a couple of key customers in the EBIT margin
US, impacting revenue and profitability. In addition, labour shortages
and higher wage costs have also impeded profit improvements. Due 1563 0 153
to the disappointing results, SPOST took a S$185m impairment on 12.50 - 112
TradeGlobal in 4Q17. Ongoing cost concerns and revenue losses 10.1
could also have a negative impact in the medium term. As seen 38 1
during FY18, we believe losses are narrowing on a y-o-y basis and 6.25 -
turnaround is in place.

3.13 -
Logistics may continue to face headwinds due to competition. We 0.00 | :
note that SPOST's logistics business is currently facing tight operating 2016A  2017A 2018A

margins and intense competition in Hong Kong, and see this trend ~ S0/ce- Company, DES Bank

continuing in the short term. However, SPOST's eCommerce logistics
hub started operations in November 2016, and utilisation has been
healthy which has helped SPOST in terms of cost management
through automation during periods of peak demand. Management
pointed out that there will be limited immediate savings through the
project, with synergies realised only with scaling up. SPOST has seen
healthy utilisation for both its warehouse space (from 45% when it
first started to 96% currently) and parcel-sorting machine (21%
utilization to xx% currently).

Singapore Post Centre (SPC) mall rentals to supplement earnings in
FY18/19. The redeveloped SPC mall will have a net lettable area of
~176,500sqf. Full rental income contribution for the mall will kick in
come FY19. We estimate the mall to generate ~S$19m per annum at
the operating profit level.

7.98

2019F

173

2019F

2019F

7.54

2020F

194

2020F

11.4

2020F
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Appendix 1: A look at Company's listed history — what drives its share price?

Operating income as critical factor Remarks
g S%m Historically, operating income
2.4 5 - 200 (excluding one-offs) has been
2.2 - L qap useful to explain share price
2.0 1 | 120 direction and movements.
1.8 1
170

1.6 4 While rental income would
1.4 ‘M - 180 supplement earnings from FY18

1.2 4 J - 150 with the completion of SPC
1.0 4 J‘& f - 140 mall’s redevelopment, we believe
0.8 | pe that going forward, ability to

- 13
0.6 - 15 establish market leadership in

0.4 - 120 Singapore’s eCommerce logistics
0.2 - - 1o sector and impending
0.0 100 turnaround of SPOST’s
5 o 5 38 8358838 =222 22 882 EF eCommerce and logistics
g ¥ 8 g 8 ¥ g 82 ¥ ¥ 8 8 8 8 ¥ &2 ¥ %2 segments, would be the key
o L S T i T , .
catalysts for SPOST's share price.
m— Share P (LHS) Cperating Income {RHS)

Source. Bloomberg Finance L.P., DBS Bank

SPOST's share price movement

We note that SPOST's businesses have undergone transformation since 2013 as it embarks on diversification plans on top of its
core mail business.
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Balance Sheet:

Conservative balance sheet management. Following a 3-year period
of capex and acquisitions, SPOST is likely to see muted investments
and M&A activity in FY19 with an emphasis on scaling up its existing
businesses. The management has also revised its dividend policy to
better reflect the transitional period the company is going through.
At present, SPOST has relatively minimal net gearing, following the
recent share issue to Alibaba. As a result, with a lower dividend
payout, we are likely to see a stronger balance sheet for SPOST in the
near term.

Share Price Drivers:

Lower dividend payments weigh on share price. SPOST has revised its
dividend policy from a stable dividend payment to one based on a
payout ratio of 60-80% of earnings, paid quarterly. Management has
cited ongoing investments in eCommerce and other growth projects
as the reason for the change. Based on muted earnings growth in
the next 12-18 months, dividend payment for FY19 could come close
to 4 Scts based on our projections.

Potential growth due to Alibaba. SPOST issued 107.55m new shares
to Alibaba, as agreed in 2015 strategic partnership, increasing
Alibaba's interest in SPOST to 14.41% for $$187m. Alibaba also
acquired 34% in Quantium Solutions International (SPOST's
subsidiary), for $$86.2m in October 2016. Despite delays, the
investment indicates that SPOST's strategic partnership with Alibaba
is starting to move forward. This could indicate a potential
improvement in SPOST's volumes due to Alibaba as the eCommerce
platform looks to expand its regional presence.

Key Risks:

Competition could hamper logistics growth. The logistics segment’s
profit growth is dependent upon increasing volumes, and tough
competition in the logistics segment due to international logistics
players could potentially hamper logistics and profit growth in the
near term.

Further escalation of eCommerce losses. The eCommerce segment is
facing losses following the acquisitions of Jagged Peak and
TradeGlobal. Further escalation of losses in these businesses could
depress SPOST's bottom line in the medium term.

Company Background

Singapore Post Limited (SPOST) is the national postal service provider
in Singapore. Besides providing domestic and international postal and
courier services, the company also offers end-to-end eCommerce
logistics solutions.

Leverage & Asset Turnover (x)

0.35 4 r 0.7
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0.25
0.6
0.20
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0.10
0.00 T T T 0.4
20164 2017A 20184 2019F 2020F
mm Gross Debt to Equity (LHS) —fsset Turnover (RHS)
Capital Expenditure
S5m
600.0
500.0
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300.0 1
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] .
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- I I I
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2016A 2017 A 2018A 2019F 2020F
Forward PE Band (x)
(x)
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334 +2sd: 32.9x
314
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271 Avg: 27.2x
25.1
-1sd: 24.4x
231
211 -2sd: 21.5x
19.1
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PB Band (x)
(x)
4.7
3.7
+1sd: 3.54x
3.2
27 Avg: 2.83x
2.2 -1sd: 2.12x
1.7
-2sd: 1.41x
1.2
Jul-14 Jul-15 Jul-16 Jul-17

Source: Company, DBS Bank
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Key Assumptions

FY Mar 2016A 2017A 2018A 2019F 2020F
Sales growth 25.2 17.0 8.63 7.98 7.54
EBIT 176 150 148 173 194
EBIT margin 15.3 1.2 10.1 11.0 11.4

Segmental Breakdown
FY Mar 2016A 2017A 2018A 2019F 2020F
Revenues (S$m)
Postal 536 544 626 727 829
Logistics 626 637 664 679 697
E-commerce 98.4 266 266 274 280
Others (109) (99.5) (91.3) (98.6) (106)
Total 1,152 1,348 1,464 1,581 1,700
Operating Profit (S$m)
Postal 157 151 145 145 157
Logistics 38.8 23.6 10.4 13.6 13.9
E-commerce (7.3) (33.8) (16.7) (7.0 3.00
Others 95.4 31.1 19.7 21.5 19.9

Total *284 *172 *158 173 194

Operating Profit Margins
Postal 29.3 27.7 23.1 20.0 19.0
Logistics 6.2 3.7 1.6 2.0 2.0
E-commerce (7.4) (12.7) (6.3) (2.6) 1.1
Others 0.0 0.0 0.0 0.0 0.0

Total 24.7 12.7 10.8 11.0 11.4

* includes exceptional items
Income Statement (S$m)

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

Revenue 1,152 1,348 1,464 1,581 1,700

Cost of Goods Sold (1,024) (1,244) (1,375) (1,473) (1,573)

Gross Profit 128 104 894 108 127

Other Opng (Exp)/Inc 48.5 46.4 58.9 65.5 67.2

Operating Profit 176 150 148 173 194

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

Associates & JV Inc 9.07 (1.2) (3.1) (1.0) (1.0)

Net Interest (Exp)/Inc (10.4) (5.7) (13.4) 9.8) 9.8)

Exceptional Gain/(Loss) 112 (88.7) 14.5 0.0 0.0

Pre-tax Profit 287 55.0 146 163 184

Tax (34.2) (25.2) (30.7) (32.6) (36.7)

Minority Interest 4.1) 3.69 10.9 0.0 0.0

Preference Dividend 0.0 0.0 0.0 0.0 0.0

Net Profit 249 334 126 130 147

Net Profit before Except. 137 122 112 130 147

EBITDA 217 202 199 227 248

Growth

Revenue Gth (%) 25.2 17.0 8.6 8.0 7.5

EBITDA Gth (%) (3.9 (7.1) (1.6) 14.0 9.2

Opg Profit Gth (%) 4.7) (14.7) (1.5) 17.1 12.0

Net Profit Gth (Pre-ex) (%) (10.3) (10.8) (8.3) 16.4 12.8

Margins & Ratio

Gross Margins (%) 1.1 7.7 6.1 6.8 7.5

Opg Profit Margin (%) 15.3 1.2 10.1 11.0 1.4

Net Profit Margin (%) 21.6 2.5 8.6 8.2 8.6

ROAE (%) 21.5 2.6 9.2 9.2 10.0

ROA (%) 10.8 1.3 4.6 4.8 5.4

ROCE (%) 8.2 3.8 53 6.4 7.0

Div Payout Ratio (%) 60.6 229.6 62.7 69.5 61.6

Net Interest Cover (x) 17.0 26.5 1.1 17.8 19.9

Source: Company, DBS Bank

BDBS
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Quarterly / Interim Income Statement (S$m)

Includes exceptional items of
S$8.6m

Reduced debt position
in FY18

FY Mar 4Q2017 1Q2018 2Q2018 3Q2018 4Q2018
Revenue 324 354 355 413 368
Cost of Goods Sold (405) (328) (338) (382) (342)
Gross Profit (81.7) 25.7 17.0 30.3 25.2
Other Oper. (Exp)/Inc 16.1 17.5 14.3 16.8 16.0
Operating Profit (65.6) 43.2 31.3 47.1 41.2
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0
Associates & JV Inc (1.9) (2.8) 4.92 0.95 (6.2)
Net Interest (Exp)/Inc (5.4) (3.9) (2.8) (3.1) (3.6)
Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0
Pre-tax Profit (72.8) 36.5 333 44.9 314
Tax 1.77 (8.4) (8.5) (2.9 (10.9)
Minority Interest 5.55 2.85 3.59 1.02 3.40
Net Profit (65.5) 31.0 28.5 43.0 24.0
Net profit bef Except. (65.5) 31.0 28.5 43.0 24.0
EBITDA (42.0) 55.1 51.3 63.1 50.1
Growth

Revenue Gth (%) (12.4) 9.4 0.2 16.4 (11.0)
EBITDA Gth (%) nm nm (6.9) 23.2 (20.7)
Opg Profit Gth (%) (272.1) (165.9) (27.6) 50.7 (12.6)
Net Profit Gth (Pre-ex) (%) (308.9) (147.3) (8.1) 51.1 (44.3)
Margins

Gross Margins (%) (25.2) 7.2 4.8 7.3 6.9
Opg Profit Margins (%) (20.2) 12.2 8.8 11.4 1.2
Net Profit Margins (%) (20.2) 8.7 8.0 10.4 6.5
Balance Sheet (5$m)

FY Mar 2016A 2017A 2018A 2019F 2020F
Net Fixed Assets 517 566 532 538 544
Invts in Associates & JVs 146 118 115 114 113
Other LT Assets 1,384 1,426 1,451 1,451 1,451
Cash & ST Invts 127 367 314 318 391
Inventory 4.50 4.45 0.96 0.96 0.96
Debtors 210 199 272 233 251
Other Current Assets 26.2 37.6 40.0 40.0 40.0
Total Assets 2,416 2,717 2,725 2,695 2,791
ST Debt 711 149 235 235 235
Creditor 386 395 526 463 498
Other Current Liab 44.0 432 46.9 40.3 44.4
LT Debt 209 215 221 221 221
Other LT Liabilities 144 157 118 118 118
Shareholder’s Equity 1,550 1,706 1,750 1,789 1,846
Minority Interests 11.1 51.6 40.4 40.4 40.4
Total Cap. & Liab. 2,416 2,717 2,725 2,695 2,791
Non-Cash Wkg. Capital (189) (197) (260) (229) (251)
Net Cash/(Debt) (154) 2.63 70.1 741 147
Debtors Turn (avg days) 59.3 55.4 58.7 58.3 52.0
Creditors Turn (avg days) 135.8 119.6 127.2 127.2 115.6
Inventory Turn (avg days) N/A N/A N/A N/A N/A
Asset Turnover (x) 0.5 0.5 0.5 0.6 0.6
Current Ratio (x) 0.7 1.0 1.1 1.1 1.2
Quick Ratio (x) 0.7 1.0 1.0 1.0 1.1
Net Debt/Equity (X) 0.1 CASH CASH CASH CASH
Net Debt/Equity ex Ml (X) 0.1 CASH CASH CASH CASH
Capex to Debt (%) 178.8 54.9 25.5 24.6 24.6
Z-Score (X) 2.9 2.6 2.8 3.1 3.1

Source: Company, DBS Bank

BDBS
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Cash Flow Statement (S$m)

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

Pre-Tax Profit 287 55.0 146 163 184

Dep. & Amort. 31.9 53.2 54.2 54.2 54.2

Tax Paid (30.6) (30.5) (31.2) (39.2) (32.6)

Assoc. & JV Inc/(loss) 9.1) 1.18 3.10 1.00 1.00

Chg in Wkg.Cap. 3.52 9.73 58.4 (24.2) 17.3

Other Operating CF (152) 112 (32.5) 0.0 0.0

Net Operating CF 131 200 198 155 224

Capital Exp.(net) (501) (200) (62.1) (60.0) (60.0)

Other Invts.(net) 0.0 0.0 0.0 0.0 0.0

Invts in Assoc. & JV 29.5 84.9 0.52 0.0 0.0

Div from Assoc & JV 2.17 2.58 0.93 0.0 0.0 Expect canex to come

Other Investing CF 125 227 11.9 0.0 0.0 A pos‘i completion

Net Investing CF (457) (89.6) (48.8) (60.0) (60.0) of SPC Mall

Div Paid (167) (120) (45.4) (90.5) (90.5)

Chg in Gross Debt 41.2 84.0 (119) 0.0 0.0

Capital Issues 17.4 190 0.0 0.0 0.0

Other Financing CF (23.5) (24.5) (37.8) 0.0 0.0

Net Financing CF (132) 130 (202) (90.5) (90.5)

Currency Adjustments 0.0 0.0 0.0 0.0 0.0

Chg in Cash (458) 240 (52.6) 4.03 73.0

Opg CFPS (S cts) 5.94 8.69 6.18 7.90 9.1

Free CFPS (S cts) (17.2) 0.01 6.01 4.18 7.23

Source: Company, DBS Bank

Target Price & Ratings History

oy 12-mth
i _mt|
Date of Closing _
5.No. Report Price T:ﬁrg::l Rating
1 25 Jul 17 1.34 126 HOLD
2 04 Aug 17 132 126  HOLD
3: 10 Oct 17 128 126  HOLD
4 16 Nov 17 130 123 HOLD
5: 04 Dac 17 128 123 HOLD
& 02 Feb 18 138 181 EUY
7 05 Mar 18 133 151 BUY
g 14 May 18 137 155  BUY
a: 05 Jul 18 127 155 BUY
.‘ 6 T T T T T
Juk17 Sep-17 Now-17 lan-18 Mar-18 May-18
Note : Share price and Targer price are sajusted for corporate Sctions.
Source: DBS Bank
Analyst:  Rui Wen LIM
Sachin MITTAL
n DBS Page 9
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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 return i.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: 16 Jul 2018 17:57:23 (SGT)
Dissemination Date: 16 Jul 2018 17:59:35 (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") or their subsidiaries and/or other affiliates have a proprietary
position in Singapore Post recommended in this report as of 29 Jun 2018.

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

Compensation for investment banking services:

3. 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.

Disclosure of previous investment recommendation produced:

4. 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.

T An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (i) 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 Financial 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 DI

STRIBUTION

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 Bank
(Hong Kong) Limited, a registered institution registered with 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 Carol Wu (Reg No. AH8283) 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.

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.

BDBS
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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 (ii) 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 Bank (Hong Kong) Limited

Contact: Carol Wu

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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