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SAM Engineering & Equipment

Proxy to global aviation demand recovery

m We initiate coverage on SAMEE with an Add rating and a RM3.80 TP, based
on 18x CY23F P/E, a 10% discount to its 3-year historical mean P/E.

m The group is poised to benefit from: 1) recovery in global aviation demand, 2)
capacity spending in semiconductor industry, and 3) new capacity expansion.

m We expect SAMEE to register a 3-year core EPS CAGR of 24% (FY22-25F).

A contract manufacturer with dual exposure in aero and equipment

SAM Engineering & Equipment (SAMEE) is a 71.5%-owned subsidiary of Singapore
Aerospace Manufacturing (SAM) group, which in turn is a unit of Singapore’s sovereign
wealth fund Temasek. In FY3/22, SAMEE derived 78% of its revenue from the equipment
division, which serves the front-end and back-end semiconductor industry and the data
storage market. Meanwhile the remaining 22% came from the aerospace division. SAMEE
provides end-to-end manufacturing solutions for critical aircraft engine parts and
aerospace-related equipment parts, like engine cases, nacelle beam and prismatic parts.

Riding on global aviation demand recovery

We see stronger recovery prospects for SAMEE’s aerospace division beyond CY22F,
driven by the robust demand outlook for commercial aircraft production. Aviation industry
market research group Forecast International Inc projects total commercial aircraft
production by Airbus and Boeing combined to grow by 32%/26%/11% in 2022F/23F/24F.
Meanwhile, The International Air Transport Association (IATA) expects overall traveller
numbers to reach 4.0bn in 2024F, exceeding pre-Covid-19 levels. Hence, we expect
airlines to step up their reinvestment cycle in new capacity to capture market share, which
should bode well for aircraft manufacturers, as well as suppliers (such as SAMEE).

Projecting a healthy 24% core net profit CAGR in FY3/22-25F

We project a 3-year core EPS CAGR of 24% (FY3/22-25F), driven by: 1) the recovery in
global aviation demand and a pick-up in fan cases and nacelles production volume, 2)
higher fab spending globally and commercialisation of newer products portfolio for its
equipment customers, and 3) an additional 18% production floor area expansion with the
opening of its second phase expansion in the Thailand plant by CY23F.

Initiate with an Add rating and a RM3.80 target price

We initiate coverage on SAMEE with an Add rating and RM3.80 target price, based on 18x
CY23F P/E, a 10% discount to its 3-year mean P/E of 20x due to weak sentiment in the
tech sector. The stock has fallen by 46% YTD, wider than the 35% YTD decline in Bursa
Malaysia Technology Index. We believe the stock offers compelling value on the back of
robust earnings growth prospects, driven by aviation demand recovery and new capacity
expansion in Thailand. The stock also trades at 0.7x FY23F PEG ratio. A stronger recovery
in aerospace demand and higher fab spending are potential catalysts, while delays in air
travel recovery due to a new wave of Covid-19 infections and overcapacity in the
semiconductor market are potential downside risks to our Add call.

Financial Summary Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F
Revenue (RMm) 874 1,148 1,333 1,518 1,654
Net Profit (RMm) 58.8 75.5 92.6 1215 133.2
Core EPS (RM) 0.08 0.13 0.17 0.22 0.25
Core EPS Growth (55.2%) 73.3% 31.3% 31.1% 9.7%
FD Core P/E (x) 40.58 23.39 17.83 13.60 12.39
Price To Sales (x) 1.89 1.44 1.24 1.09 1.00
DPS (RM) 0.028 0.035 0.045 0.060 0.070
Dividend Yield 0.90% 1.15% 1.48% 1.97% 2.30%
EV/EBITDA (x) 15.21 11.70 9.68 7.85 7.09
PIFCFE (X) 73.65 55.31 45.44 25.09 17.17
Net Gearing 11.8% 25.9% 22.0% 15.8% 8.0%
PIBV (X) 2.63 2.38 2.16 1.94 1.74
ROE 6.6% 10.7% 12.7% 15.0% 14.8%

% Change In Core EPS Estimates
CGS-CIMB/Consensus EPS (x)

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT. IF THIS REPORT IS DISTRIBUTED IN
THE UNITED STATES IT IS DISTRIBUTED BY CGS-CIMB SECURITIES (USA), INC. AND IS CONSIDERED THIRD-PARTY AFFILIATED RESEARCH.
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Proxy to global aviation demand recovery

Investment thesis
Riding on global aviation demand recovery »

We believe SAMEE is poised to benefit from the recovery in aviation industry
demand, driven by global economic recovery, the easing of travel restrictions as
international borders reopen, and accelerated progress in vaccination rates. The
group is involved in the manufacturing of aerospace components, such as engine
cases, nacelle beam and prismatic parts for tier-1 aircraft and engine suppliers.
We gather from management during our meeting in Mar 22 that SAMEE has
secured an over-RM3bn order backlog as of end-Dec 2021, of which a majority
are related to the aerospace segment, and the remaining from the equipment
segment servicing semiconductor and data storage applications.

Figure 1: SAM derives revenue from two divisions: Aerospace and Equipment

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

Figure 2: SAMEE is involved in the manufacture of aerospace products, like engine
cases and nacelle beams

Nacelle (Covering for engine)

Engine Cases

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS
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We see encouraging recovery prospects for SAMEE'’s aerospace division beyond
CY22F driven by a robust demand outlook for commercial aircraft production.
Aviation industry market research group, Forecast International Inc, projects the
total number of new commercial aircraft production rate by Airbus and Boeing
combined growing by 26%/31%/11% in 2022F/23F/24F. Boeing and Airbus have
delivered 165 (+49% yoy) and 237 (+8% yoy) aircraft, respectively, in 5M22.
Airbus aims to deliver 720 commercial aircraft in 2022F, which implies 18% yoy
growth, as per the group’s announcement during its 1Q22 results on 4 May 2022.
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Figure 3: Historical annual and Forecast International’s projected annual aircraft production for Airbus and Boeing in 2015-2031F
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Airbus’s and Boeing’s combined order backlog stood at 12,179 units as of May 22,
which was broadly in line with historical levels in 2020 (12,181 units) and 2021
(12,218 units), but below those of 2018 (13,528 units) and 2019 (13,107 units)
levels.

In addition, we believe the industry is gradually ramping up production in order to
meet robust demand from airlines. For example, Boeing announced during its
1Q22 results on 27 Apr 2022 that it expects its 737 MAX production rate to
increase from 26 units per month in 1QCY22 to 31 units per month in 2QCY22F.
According to a Reuters published report on 5 Mar 2022, Boeing aims to increase
its 737 MAX production rate to around 38 units per month in 1HCY23F, and 47
units per month in 2HCY23F.

Figure 4: Historical annual and monthly (2022) order backlog for Airbus and Boeing
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Meanwhile, Airbus expects the commercial aircraft market to recover to pre-Covid-
19 levels between 2023 and 2025, led by the single-aisle aircraft segment. For
example, the group announced during its 1Q22 results on 4 May 2022 that it
expects the A320 family monthly production rate to increase from 50 units per
month to 75 units per month in 2025F. Overall, we expect these forecasts to
provide healthy order visibility for SAMEE in line with global economic recovery.

Figure 5: SAMEE has exposure to a wide range of aircraft programmes globally

Single Aisle Aircraft Twin Aisle Aircraft Regional Aircraft
« A220 * A350 * Embraer E2 190/195
* A320ceo/neo s B777/X * Bombardier CRJ700/900
* B737 Max * B787 * Gulfstream G200
s (919 * Dassault Falcon 200EX
* AVICARJ21

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

The International Air Transport Association (IATA) expects overall traveller
numbers to reach 4.0bn in 2024F, exceeding pre-Covid-19 levels (104% of 2019’s
number).

IATA estimates the North America, Central America, South America and Europe
markets to be leaders in air transport recovery in 2021-2025F.

Figure 6: IATA annual global air travellers forecast 2021-2025F vs. 2019 (base=100%)
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SOURCES: CGS-CIMB RESEARCH, IATA
*IATA-International Air Transport Association

Although there has been some shift in the near-term recovery rate to reflect the
evolution of government-imposed travel restrictions in some markets, IATA
believes the overall recovery prospects remain unchanged, prior to the Omicron
variant.

“The trajectory for the recovery in passenger numbers from Covid-19 was not
changed by Omicron variant. People want to travel and when travel restrictions
are lifted, they return to the skies. There is still a long way to go to reach a normal
state of affairs, but the forecast for the evolution in passenger numbers gives good
reason to be optimistic,” said Willie Walsh, IATA’s Director General as per IATA’s
press release on 1 Mar 2022.
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Figure 7: IATA annual global air travellers forecast 2021-2025F vs. 2019 (base=100%)
by region
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Overall, we expect the positive demand outlook to be favourable for airline
companies and their suppliers. We expect airlines to gear up reinvestment in new
capacity to capture market share. This in turn should bode well for aerospace
component suppliers such as SAMEE given that the group is already involved in
various aircraft manufacturing programmes for Airbus, Boeing, and others.

Benefitting from semis industry capex upcycle »

In addition to the recovery in global aviation demand, we expect SAMEE to benefit
from the ongoing semiconductor industry capex upcycle in view of resilient
demand for semiconductor chips, due to the group’s exposure in both the front-
end and back-end semiconductor industry. For example, the group is involved in
manufacturing equipment and systems for its customers going into 1) wafer
inspection system, 2) deposition equipment support for front-end of line processes,
and 3) data storage back-end test modules.

The World Semiconductor Trade Statistics Association (WSTS) expects global
semiconductor sales to increase by 16.3% yoy to US$646bn in 2022F (vs.
US$556bn in 2021), driven by strong demand in the integrated circuits (ICs)
segment, led by logic (20.8%), analog (19.2%) and memory (18.7%). Meanwhile,
the sensors, discreet and optoelectronics markets are projected to grow by 16%,
10% and flat yoy, respectively.

Figure 8: Historical and projected 2022-23F semiconductor sales by segment
Sales (US$ bn) Annual growth (%)
2019 2020 2021 2022F 2023F 2020 2021 2022F 2023F
Discrete 24 24 30 33 35 (0.3) 27.4 10.2 3.8
Optoelectronics 42 40 43 44 45 (2.8) 7.4 0.3 3.7
Sensors 14 15 19 22 23 10.7 28.0 15.7 3.6
Integrated Circuits 333 361 463 547 577 8.4 28.2 18.2 5.4
Analog 54 56 74 88 93 3.2 33.1 19.2 5.7
Micro 66 70 80 89 94 4.9 15.1 11.4 5.3
Logic 107 118 155 187 201 11.1 30.8 20.8 7.3
Memory 106 117 154 183 189 10.4 30.9 18.7 3.4
Total 412 440 556 646 680 6.8 26.2 16.3 5.1

Meanwhile, WSTS forecasts all major semiconductor markets to register positive
sales growth in 2022F, led by the Americas (22.6%) followed by Europe (20.8%),
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Asia Pacific-ex Japan (13.9%) and Japan (12.6%). This will be another impressive
year following a record-breaking growth of 26% in 2021F.

Figure 9: Historical and projected 2022-23F semiconductor sales by region
Sales (US$ bn) Annual growth (%)

2019 2020 2021  2022F  2023F 2020 2021  2022F  2023F
Americas 79 95 121 149 156 21.3 27.4 22.6 4.4
Europe 40 38 48 58 61 (5.8) 27.3 20.8 5.1
Japan 36 36 44 49 52 1.3 19.8 12.6 4.8
Asia Pacific 258 271 343 391 412 5.1 26.5 13.9 5.5
Total 412 440 556 646 680 6.8 26.2 16.3 5.1

This is above the average sales growth projections from various market research
groups (Figure 10), which are forecasting an average of 12.7% sales growth in
2022F, vs. 26% growth in 2021.

Figure 10: Worldwide semiconductor industry sales forecasts

Semiconductor sales growth forecast (%) 2022F 2023F
Gartner 13.6 3.6
IDC 13.7 -
WSTS 16.3 5.1
IC Insights 11.0 -
Semiconductor Intelligence 9.0 3.0
Average 12.7 3.9

SEMI, the global industry association representing the electronics manufacturing
and design supply chain, expects global semiconductor equipment spending to
reach US$114bn (+12% yoy) in 2022F driven by higher fab spending for front-end
equipment. SEMI estimates total fab equipment spending to grow by 20% yoy in
2022F reaching a new all-time high of over US$109bn. SEMI reported total fab
equipment spending grew 17% in 2020 and 42% in 2021. The industry saw the
last three consecutive years of growth from 2016 to 2018.

The association highlighted that the fab equipment market enjoyed
unprecedented growth, with an increase in spending in six out of the past seven
years, as chipmakers continue to invest in capacity to meet structural growth for
various emerging technologies, such as artificial intelligence, autonomous
machines, and quantum computing. This is on top of stronger demand for remote
learning and working, telehealth and other applications.

Figure 11: Historical and projected 2022-23F semiconductor equipment sales
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We see higher fab equipment demand driven by new capacity expansion within
the semiconductor industry. Market research group, Knometa Research,
highlighted that there were 153 fabs processing 300mm wafer for the fabrication
of ICs, including CMOS image sensors and non-IC products such as power
discretes at the end of 2021. The semiconductor industry added 14 new fabs in
2021. Knometa Research expects an additional 10 and 13 new fabs scheduled to
open in 2022F and 2023F, respectively. The market research group estimates the
semiconductor industry will have over 200 fabs for 300mm wafer by 2026F.

Figure 12: Numbers of semiconductor fabs using 300mm wafers
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Figure 13: 300mm wafer fabs opening in 2022F
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SOURCES: CGS-CIMB RESEARCH, KNOMETA RESEARCH

In addition to the expansion in 300mm wafer fabs capacity, SEMI also reported
that the industry is investing in capacity for 200mm wafer fabs globally. For
example, SEMI expects the 200mm wafer fab capacity to grow by 1.2m wafers
per month or 21% to 6.9m wafers per month from 2019 to 2024F. SEMI reported
the total equipment spending for 200mm wafers jumped to US$5.3bn in 2021 and
it expects the spending to moderate to about US$4.9bn in 2022F.

“Wafer manufacturers will add 25 new 200mm lines over the five-year period to
help meet the growing demand for applications, such as 5G, automotive and
Internet of Things (IoT) devices, which rely on analog, power management and
display drivers ICs, MOSFETSs, Microcontroller units (MCUs) and sensors,” said
Ajit Manocha, SEMI President and CEO as per SEMI press release on 11 Apr
2022.
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Figure 14: 200mm wafer capacity per month and wafer fab count
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Overall, we see that robust semiconductor demand bodes well for SAMEE’s
equipment division, which has continued to drive higher sales since FY3/20. We
project SAMEE’s equipment division registering a 9% sales CAGR in FY3/22-25F.

Rising content creation requires more data storage »

Apart from the semiconductor market, SAMEE also supplies equipment going into
data storage applications, such as solid state drive (SSD) and hard disk drive
(HDD). We expect the group to benefit from rising demand for data storage, driven
by digital content creation and cloud computing, and the market’s transition from
HDD to SSD, given its dual offerings. Although SSDs have replaced HDDs in other
applications, such as consumer, HDDs remain key solutions for cloud storage,
given its lower total cost of ownership according to leading HDD maker, Western
Digital (WDC US, NR).

Figure 15: Data centre storage’s total cost of ownership (HDD vs. SSD), as forecasted
by Western Digital
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Western Digital estimates that the total addressable market for HDDs would reach
1.5 zettabytes in 2022F and exceed 4 zettabytes by 2027F, driven by cloud
computing demand.
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Figure 16: Western Digital projects HDD market storage capacity to exceed 4 zettabyte
by 2027F
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Hence, this could translate into a structural capacity expansion in the data storage
market. Western Digital estimates a higher capacity investment in the HDD market
over the next five years (2021-2026F) to raise production capacity to meet the
cloud storage demand. Overall, this bodes well for SAMEE’s equipment division,
in our view.

Figure 17: Western Digital projects the market to raise capacity spending to meet the
cloud demand
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New capacity in Thailand to fuel expansion and
diversification strategy »

SAMEE expanded its Thailand operations with the opening of its second facility in
Rojana Industrial Park Ayutthaya in 4QCY21. The group highlighted that the
second production facility is mainly catering for the equipment division. In addition,
it also serves as a business continuity plan strategy for the group in the event of
supply chain disruptions, or temporary disruptions, such as those brought about
by the Covid-19 pandemic.

The new Thailand plant has an estimated total production floor area of 186k sq ft.
SAMEE commenced operations in the first phase (60k sq ft) since Oct 2021. The
plant is equipped with a full suite of manufacturing capabilities, such as precision
machining, sheet metal fabrication, special processes, cleanroom and non-
cleanroom assembly processes. Although the new facility will be mainly catering
for its equipment division, the group indicated that some of the special processes
capabilities are also applicable for the aerospace division
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Figure 18: Phase 1 expansion at Rojana Industrial Park Ayutthaya Thailand

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

Meanwhile, SAMEE aims to start mass production for the second phase of the
plant in CY2023F. Once fully operational, we estimate that the new plant would
increase the group’s production capacity by at least 20%.

Figure 19: Phase 2 expansion plan in Thailand
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SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

Risks

Exposure to semiconductor boom and bust cyclicality »

SAMEE is exposed to the semiconductor industry boom-bust cycle, given that
robust demand tends to lead to a new wave of capital investment in the sector,
which could lead to overcapacity in the event of a downturn, resulting in price
competition and margin erosion across the semiconductor industry value chain.
Moreover, any order cancellations from customers could affect SAMEE’s
equipment division’s production volumes and utilisation. Hence, we could see
downside risks to sales and earnings in the event of a demand slowdown.

Customer concentration »

SAMEE has two major customers for its equipment division. Based on SAMEE’s
FY3/21 annual report, these two customers cumulatively accounted for 45% and
60% of the group's revenue in FY20 and FY21, respectively. Possible reduction
in orders or loss of either customer due to competition or product quality issues
would have a negative impact on the group’s financial performance, in our view.

10
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Delay in global aviation recovery »

Although IATA projects overall traveller numbers to reach 4.0bn in 2024F,
exceeding pre-Covid 19 levels (104% of 2019), we could see risk of delayed global
aviation recovery in the event of a slowdown in the global economy amid rising
inflationary pressures. According to the World Bank’s Global Economic Prospect
Report published in June 2022, the damage from the Covid-19 pandemic and the
Russian-Ukraine war has magnified the slowdown in the global economy, which
could lead to a protracted period of tepid growth and elevated inflation, raising the
risk of stagflation. The World Bank is projecting a slower global GDP growth of
2.9% in 2022F (vs. 5.7% in 2021 and the 4.1% growth forecast released in Jan
22). Overall, a slowdown in global economy may not only affect the aviation sector,
but could also lead to weaker consumer electronics demand, in our view. Hence,
this could also bring a pause to the global semiconductor industry’s capacity
expansion.

Foreign currency fluctuations »

The majority of SAMEE’s revenue is derived in US$, as its Malaysian operations
mainly support the semiconductor equipment and aircraft engine manufacturers
and related parts providers globally. In FY3/21, the group derived approx. 60% of
its total revenue from the North America market. Meanwhile Asia-ex Malaysia
made up 35% revenue contribution to the group, followed by Malaysia with 4.5%.
The group mainly transacts in US$. The bulk of SAMEE’s revenue (95.5% in
FY3/21) is derived from the export markets and is US$-denominated. As a result,
any fluctuation in the US$/RM rate would result in forex losses/gains to the
company.

Financials

Interrupted growth due to Covid-19 pandemic in FY3/21 »

SAMEE was on track to achieve its RM1bn annual revenue target in FY3/20
before the Covid-19 pandemic hit. The group recorded an average annual
revenue CAGR of 20% in FY3/17-FY20, driven by stronger contribution from both
the aerospace and equipment divisions.

Meanwhile, the group’s revenue fell 6.9% yoy in FY3/21 mainly due to a significant
drop in aerospace demand as a result of the Covid-19 pandemic. The aerospace
division posted a RM22.2m loss before tax in FY3/21 (against RM37.3m pretax
profit in FY3/20).
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Nevertheless, the weaker contribution from aerospace segment was partially
offset by higher sales and earnings from equipment division driven by stronger
demand from semiconductor and data storage segments. Equipment division
registered 43.5% and 66.9% yoy growth in revenue and pretax profit in FY3/21.
Overall, core net profit in FY3/21 still slid by 64% yoy to RM33.8m.

Figure 22: Historical annual core net profit (FY17-22
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SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS
*Core net profit excludes gain on assets disposal, government grants and subsidies, impairment loss and inventories written down

Back on recovery path in FY3/22 »

The group outperformed its RM1bn revenue target after posting RM1.15bn
revenue in FY3/22 (+31% yoy), driven by: 1) record sales from its equipment
division of RM896m, and 2) recovery in its aerospace division (+46% yoy), albeit
still 44% below its FY3/20 annual sales. The group attributed the recovery in its
aerospace division sales due to higher shipments of casing and aerostructures
products. Despite the stronger sales, pretax profit margin in FY3/22 fell by 0.5%
pt yoy to 8.8%, due to: 1) escalation in employment costs, and 2) start-up cost for
its new plant in Thailand. Meanwhile, its aerospace division posted a narrowing
pretax loss of RM11.7m in FY3/22 (vs. RM22.1m pretax loss in FY3/21). The
equipment division also posted a new record-high pretax profit of RM112.1m in
FY3/22 (vs RM104m in FY3/21). Overall, SAMEE’s core net profit jumped 2x yoy
to RM68.9m in FY3/22, after stripping out the RM13.1m government grants,
RM7.3m inventories write-down and RM683k gain on assets disposal.

Figure 23: FY21 vs. FY22 revenue
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Figure 24: FY21 vs. FY22 pretax profit
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Forecasting higher sales growth percentage from aerospace
over equipment divisions »

We project a stronger revenue growth from the aerospace division, with a 3-year
(FY3/22-25F) revenue CAGR of 24%, mainly driven by a stronger recovery in
global aviation demand, in view of easing border restrictions and a pick-up in
global economy recovery. Meanwhile, we expect moderating growth from the
equipment division, with a projected 3-year (FY3/22-25F) revenue CAGR of 9%,
driven by new capacity expansion in its Thailand plant and commercialisation of
a new product portfolio for its customers. Nevertheless, we still expect the
equipment division to make up between 71% and 76% revenue contribution to the
group in FY3/23-25F.

We gathered from management during our last meeting in Mar 22 that the group
has over RM3bn worth of order backlog as at-end Dec 2021, out of which a
majority are related to the aerospace division. Overall, we are forecasting revenue
of RM1.3bn/RM1.5bn/RM1.65bn in FY23F/24F/25F.
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Figure 25: CGS-CIMB’s FY22-25F revenue forecasts by divisions Figure 26: CGS-CIMB’s FY22-25F revenue percentage forecasts

by divisions
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Equipment segment enjoys better margins than aerospace »

In our view, the equipment division offers higher pretax profit margin for SAMEE,
compared to the aerospace division, due to its vertical integration model, which
allows the group to control multiple segments of the manufacturing processes,
from small, medium and large machining processes, frame and panel fabrication
and system integration, assembly and test services. This allows the group to have
bigger dollar content opportunities in the equipment division, compared to mainly
specialised products in the aerospace division.

Nevertheless, aerospace offers long order visibility, which could last up to 10
years. Moreover, aerospace division needs to keep higher utilisation levels to
enjoy better operating leverage. We only expect the aerospace division to
outperform its historical annual pre-Covid-19 pandemic sales in FY3/25F.

For FY23F/24F/25F, we expect pretax profit margins for the equipment division to
be 12.1%/12.5%/12.4%; meanwhile, we project the pretax profit margin for the
aerospace division to be at 0.2%/5.5%/6.7%.
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Figure 27: CGS-CIMB’s pretax profit margin forecasts by division (FY21-25F)
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SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS

Projecting 3-year core net profit CAGR of 24% »

We project SAMEE to post a robust FY22-25F core net profit CAGR of 24%. We
expect its core net profit momentum over the next three years to be propelled by:
e Increase in orders from the equipment segment, driven by rising fab
spending globally;
e Commercialisation of a newer front-end semiconductor equipment
programme from its key client;
e Capacity expansion for equipment manufacturing at its new plant in
Thailand. The group added 60k sq ft during Phase 1 (launched in Oct
2021) and plans to add 126k sq ft for Phase 2 (scheduled to commence
in CY2023F).
e Higher production volume for aerospace products and related parts; and
e Higher economies of scale.

Figure 28: Historical and CGS-CIMB’s core net profit forecasts (FY23F-25F)

(RM m)
140.0

120.0

100.0

80.0
60.0
40.0
20.0 :I

FY17 FY18 FY19 FY20 Fy21 FY22 FY23F FY24F FY25F

M Core net profit
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Raised borrowings in FY3/22 to fund working capital »

The group’s total borrowings increased from RM90.3m as at end-Mar 2021 to
RM211m as at end-Mar 2022, mainly due to the increase in utilisation of short-
term banking facilities to finance the increase in its working capital requirement.
Hence, the group’s net gearing ratio jumped from 12% in FY21 to 26% in FY22.
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We are not overly concerned on the recent surge in total borrowings, given that
98.5% of the total debt are short-term banking facilities that is scheduled to be
repaid within the next 12 months. Therefore, we expect the group’s net gearing
ratio to improve from FY23F onwards.

Figure 29: Historical and CGS-CIMB'’s total cash and total borrowings forecasts (FY23-
25F)
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Projecting 26-29% dividend payouts in FY23-25F »

We expect the group’s free cash flow to improve gradually over FY23F-25F, on
the back of stronger net profit growth. We assume dividend payout ratios of 26-
29% in FY22F-25F, which are within its 21%-44% historical payout ratio range in
FY20-22. This translates into CY22-23F dividend yields of 1.4%-1.8%.

Although SAMEE does not have a formal dividend policy, the company has
maintained a higher 50% average dividend payout in the past, prior to the Covid-
19 pandemic. Hence, we do not rule out the potential for higher-than-expected
dividend payouts in view of better earnings visibility beyond FY23F.

Figure 30: Historical and CGS-CIMB’s dividend per share forecasts for FY23-25F

(sen per share) (%)
8.0 60%

7.0
50%

6.0

40%
5.0

4.0 . 30%

|

3.0

20%
20

10%
1.0

0%
FY17 FY18 FY19 FY20 FY21 FY22 FY23F FY24F FY25F

mmmm *Djvidend per share (LHS) Dividend payout ratio (RHS)

SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS

*adjusted historical dividend per share for 1-for-3 bonus issue
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DuPont analysis »

We expect SAMEE’s ROE to continue to improve in FY23-25F, driven by net
margin expansion, on the back of higher capacity utilisation. As such, we project
net profit margins to improve to 7-8% in FY23F-25F (vs. 4-6% in FY21-22).
Meanwhile, we expect its leverage to peak in FY23F as the group gradually fills
up the capacity of its new Thailand plant, before gradually declining in FY24-25F.

Figure 31: DuPont analysis

FY18 FY19 FY20 FY21 FY22 FY23F FY24F FY25F

Net Margin 10% 10% 10% 4% 6% % 8% 8%
Asset Turnover 99% 103% 110% 94% 107% 106% 110% 110%
Leverage 136% 146% 149% 150% 162% 173% 170% 167%
ROE 13.6% 15.6% 16.3% 5.5% 10.4% 12.7% 15.0% 14.8%

Valuation & Recommendation

Under-researched »

SAMEE is an under-covered stock. Although the stock has been listed since 2010,
no research house covers the stock, as at 27 June 2022 (based on Bloomberg).
We think this is due to the: 1) lack of comparable domestic companies with dual
exposure in aerospace and equipment segments, 2) limited understanding of the
group’s business model, and 3) low trading liquidity, given that its majority
shareholder, SAM Group holds a 71.5% equity stake in the group.

Despite the minimal coverage, we estimate that the group’s institutional investors
hold between 8-9% equity stakes in the stock. We see potential for higher
institutional investor interest in the stock, in view of: 1) stronger earnings
prospects, on the back of recovery in aerospace division and new capacity
expansion in Thailand, and 2) improving trading liquidity on the stock, following
management decision to carry out a 1-for-3 bonus issue exercise (which was
completed on 3 Mar 2022).

Initiate coverage, with an Add rating and RM3.80 TP »

The stock has fallen by 46% YTD, wider than the overall decline in Bursa Malaysia
Technology Index, which fell by 35% YTD, mainly due to concerns over
inflationary pressures against the rising interest rate environment. We see
compelling value given the sharp pullback in share price, as the stock currently
trades at 14.5x CY23F P/E, which is near to 1 s.d. below its 3-year mean P/E.

Moreover, we see a healthy growth outlook for SAMEE, driven by a recovery in
global aviation industry demand and new capacity expansion in Thailand driving
equipment division sales and earnings growth. Hence, we initiate coverage on
SAMEE with an Add rating and RM3.80 target price, based on 18x CY23F P/E,
10% discount to its 3-year mean P/E of 20x due to weak sentiment on the tech
sector. The stock also offers CY22-23F dividend yields of 1.4-1.8%, (based on a
27% average dividend payout).

We use P/E (x) as our primary valuation method as this is the approach typically
used to value Malaysia-based automated test equipment (ATE) manufacturers,
outsource semiconductor assembly and test (OSAT) and electronics
manufacturing services (EMS) providers. Our target P/E multiple for SAMEE also
implies a 20% and 40% discount to the Malaysian OSAT and ATE sectors’
historical mean P/E of 22x and 30x, respectively. However, we think the stock still
deserves to trade at a premium relative to the Malaysian EMS sector’s historical
mean P/E of 14-15x.

We think our target P/E multiple vs. the sectors is justified, given that we see
SAMEE sitting further downstream within the Malaysian ATE and OSAT space,
yet offering relatively higher net profit margins (7-8% in FY22-25) compared to
Malaysian EMS players (4-7%). However, SAMEE’s net profit margin lags
Malaysian ATE’s (21-22%) and Malaysian OSAT’s (16-18%). Despite the lower
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margin, we see SAMEE’s exposure to the aerospace market as offering a unique
growth driver relative to the Malaysian ATE, OSAT and EMS sectors.

We see stronger earnings from the aerospace division, driven by faster recovery
in production volume, expansion in the new aerospace and equipment products
portfolio, and favourable forex movement from the depreciation in ringgit against
US$ as potential re-rating catalysts. Meanwhile, a delay in aviation industry
demand, a slowdown in the global semiconductor industry and cloud computing
spending, and a significant jump in operating costs brought about by inflationary
pressures are potential downside risks to our Add call.

Figure 32: SAMEE’s 1-year forward P/E (x)
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Figure 33: Sector comparison
. Target Recurring EV/EBITDA Dividend
Bloomberg Price Price Market Cap Core PIE (x) PIBV () ROE (%) (x) Yield (%)
Company B Recom.
Ticker (local (local  (US$m)
curr)  curr) CY22F CY23F CY22F CY23F CY22F CY23F CY22F CY23F CY22F CY23F
KESM KESM MK Hold 6.36 7.80 62 411 232 0.8 0.7 19 3.2 1.2 10 1.6 1.8
Inari-Amertron INRI MK Add 2.64 3.40 2,225 233 21.0 4.0 39 196 18.9 143 13.0 4.0 4.4
MPI MPI MK Add 28.00 48.60 1,266 16.8 15.3 2.8 24 180 17.0 7.3 6.4 1.2 1.3
Unisem UNI MK Add 2.30 3.70 843 158 137 1.6 15 108 115 6.8 6.1 3.0 3.3
Malaysian OSAT mean 19.4 17.3 2.7 25 153 15.2 9.2 83 29 3.1
Aemulus AMLS MK Add 0.61 1.20 93 20.1 14.8 3.0 25 161 18.2 14.7 109 - -
Pentamaster PENT MK Add 3.69 4.00 597 27.7 229 4.1 3.6 16.1 16.7 142 119 0.7 0.8
Mi Technovation MI MK Add 1.54 2.20 314 17.5 14.0 1.3 1.2 7.7 9.1 9.4 79 3.2 3.6
ViTrox VITRO MK NR 7.20 NA 1,543 340 293 7.9 6.7 25.2 236 31.0 268 0.7 0.8
Malaysian ATE mean 248 20.2 4.1 35 16.3 16.9 17.3 144 1.2 1.3
ATA AIB MK Reduce 0.30 0.25 81 na na 0.5 05 (54) (6.2) 337 1391 - -
SKP Resources SKP MK Add 1.57 1.89 558 13.8 11.9 2.8 25 218 222 8.2 70 3.6 4.2
VS Industry VSI MK Add 1.00 1.33 866 16.7 11.3 1.7 1.6 105 145 8.5 6.1 20 3.0
Malaysian EMS mean 18.0 13.1 1.7 1.6 99 128 8.8 6.8 25 3.3
JHM JHMC MK NR 1.19 NA 151 16.1 125 2.3 20 143 16.2 10.2 80 0.8 1.0
uwcC UWC MK NR 3.29 NA 822 30.7 247 8.3 6.5 29.3 287 21.3 172 0.7 0.8
Malaysian metal fabrication mean 23.4 186 5.3 43 218 224 15.7 126 0.7 0.9
SAM Engineering & Equipment SEQB MK Add 3.05 3.80 375 18.9 145 2.2 20 125 146 9.8 8.2 1.4 1.8
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Background

History »

The group was incorporated in Malaysia on 30 Apr 1994 under the name of LKT
Industrial Berhad. LKT was then engaged in the business of design, development,
manufacture and fabrication of precision engineering parts and automation
equipment, industrial storage, plastic parts and injection molding for the
semiconductor and microelectronic sectors. LKT was listed on the second board
of Bursa Malaysia on 12 Jun 1995 and subsequently transferred to the Main Board
(now known as Main Market) of Bursa Malaysia on 20 Dec 1999.

In 2008, Singapore Precision Engineering (SPE) Limited, a wholly owned
subsidiary of Singapore Aerospace Manufacturing Pte Ltd (SAM), acquired a
majority stake in the group. SAM is a subsidiary of Accuron Technologies, which
in turn is a wholly owned subsidiary of Temasek Holdings, a Singapore sovereign
wealth fund.

LKT proceeded to change its name to SAM Engineering & Equipment (M) Berhad
(SAMEE) on 22 Sep 2010. Amid restructuring activities, which included the
disposal of non-core businesses, such as plastic injection moulding, SAMEE
ventured into aerospace engine case manufacturing in 2010 through a RM135m
acquisition of engine fan case operations from SAM.

SAMEE was aiming to reduce its dependency on the semiconductor and
electronics sectors with a new diversification into the aerospace segment. The
group also streamlined its operations in equipment manufacturing and precision
engineering to improve its efficiencies. Since then, SAMEE has made investments
totaling more than RM500mil, and it has more than 1,600 employees today.
Today, SAMEE'’s core businesses are principally involved in two main sectors:

1. Aerospace division: Provides dedicated end-to-end manufacturing
solutions on critical aircraft engine parts and other aerospace-related
parts.

2. Equipment division: Provides an array of equipment engineering and

solutions for commercial, semiconductor and other industries, with a key
focus on the data storage and semiconductor industries.

Figure 34: SAMEE’s core businesses
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Aerospace division offers long-term stability»

SAMEFE’s aerospace division specialises in the precision machining and
manufacturing of niche aerospace products of complex geometry.
This division’s core competencies mainly lie in the manufacturing and assembly

of: 1) aircraft engine cases, 2) aircraft nacelle structures, as well as 3)
prismatic aircraft parts for tier-1 aircraft and engine suppliers. This is well
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supported by a complete range of special processes, as well as non-destructive
testing (NDT) capabilities, to provide one-stop manufacturing services. These
products are currently being used in wide and narrow regional, as well as business,
aircrafts, by major global aircraft manufacturers, such as (but not limited to Airbus,
Boeing, Embraer, Bombardier, Gulfstream, Dassault, and Aviation Industry
Corporation of China (AVIC).

Figure 35: SAMEE’s aerospace division’s core products include engine cases and
nacelle beams

Nacelle Beams

Engine Cases

SAM

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

For its aircraft engine cases, SAMEE mainly operates out of two key subsidiaries,
namely Meerkat Precision Sdn Bhd and Avitron Private Limited.

Meerkat Precision is a pioneer in the manufacturing of engine fan casings for
commercial aircrafts in Malaysia. It essentially specialises in large format CNC
machining for both the aerospace and semiconductor industries.

Figure 36: Aircraft engine fan casing manufactured by Meerkat Precision
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SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS
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Through the acquisition of Avitron from SAM in 2012, SAMEE was able to further
enhance its aircraft product manufacturing capabilities. Avitron specialises in the
manufacturing of complex aircraft engine cases that are made of hard and tough
materials, such as stainless steel, titanium and nickel-based alloys, as well as land
and marine applications. The acquisition effectively allowed SAMEE to foray into
the manufacturing of relatively more complex engine cases, which include
compressor cases and combustor cases.

Figure 37: Aircraft engine case Figure 38: Aircraft engine high-pressure combustor casing
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SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

For the aircraft nacelle beams, SAMEE operates out of its key subsidiary Sam
Precision (M) Sdn Bhd. SAM Precision is mainly involved in the fabrication of
precision tools and machinery parts, as well as the manufacture of aircraft and
other equipment parts, spares, components and precision engineering parts. For
the aerospace segment, Sam Precision mainly specialises in the manufacturing
of large aerostructure parts (as large as 3m) and is supported by its 5-axis milling
flexible manufacturing systems (FMS).

Figure 39: Aircraft nacelle
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SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

Sam Precision mainly produces aircraft nacelle beams for Airbus (more
specifically, for its A320neo and A350 aircrafts). Operating out of a rented facility
from its sister company, Avitron (M) Sdn Bhd, the group operates two FMS lines:
the FMS-8 machine line for the A320neo aircraft programme and the FMS-4
machine line for the A350 aircraft programme.
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Figure 40: FMS-8 machine lines dedicated for the A320neo Figure 41: FMS-4 machine lines dedicated for the A350 nacelle
nacelle beams

beams

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

Additionally, SAMEE also manufactures aircraft prismatic parts for the Airbus,
Boeing and Bombardier aircrafts. Prismatic parts are usually basic parts, such as
slots, steps, holes and bosses, which may intersect with one another in a
complete/sub-assembled product.

Figure 42: Prismatic parts manufactured by SAMEE

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

We believe this division’s key strength lies in its:

e High barriers to entry, given the heavy capital expenditure needed and
relatively long gestation period

e Long-term contracts (up to 10 years)

o Relatively steady demand (notwithstanding the Covid-19 pandemic)

Strong equipment manufacturing and integration capability »

The group equipment division offers system integration services to global
multinational companies (MNCs), mainly in the semiconductor and data storage
segments. The group provides in-house machining, sheet metal fabrication and
surface treatment processes. In addition, SAMEE also provides engineering
solutions in the design and development of customised factory automation and
material handling equipment, integrated with vision inspection systems.
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Figure 43: Key industries for the equipment division are Figure 44: ... as well as the disk drive industry (SSD and HDD)
semiconductor (both front-end and back-end) ...

SEMICONDUCTOR PRODUCTION

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

SAMEE mainly operates this division out of four-wholly owned subsidiaries.

SAM Meerkat Sdn Bhd: SAM Meerkat produces high mix-low volume to high
mix-high volume equipment, including built-to-print equipment, based on their
customer's OEM design, and provides assembly services capable of
integrating up to 12,000 parts per machine. SAM Meerkat is also equipped with
a class 10K cleanroom facility. The company also specialises in sheet metal
fabrication.

SAM Precision (M) Sdn Bhd: In addition to aircraft parts, SAM Precision also
manufactures high precision milling and turning parts. The company’s state-of-
the-art CNC machining centres comprise 3 to 5-axis milling and up to 9-axis
turning machines, enabling SAM Precision to manufacture and deliver high
complexity and quality parts, mainly to the semiconductor (front-end and back-
end), telecommunication and disk drive industries.

SAM Tooling Technology Sdn Bhd: The company focuses on built-to-print
precision tools, dies, jigs and fixtures) and modular and equipment assemblies,
primarily for the disk drive, connectors, medical, automotive and
semiconductor industries. It is also capable of fabricating various types of
materials, i.e. hot/cold rolled steel (hardened stainless steel, high carbon steel,
high-speed steel), engineering plastics (Delrin, PEEK, ESD), stainless steel,
carbide, ceramic, titanium, etc.

SAM Precision Thailand: The company focuses on built-to-print precision tools,
dies, jigs and fixtures, and modular and equipment assemblies for refurbishing
or new builds, primarily for the disk drive and semiconductor industries.

In a nutshell, SAMEE’s equipment division provides contract manufacturing
services, either on a sub-assembly/modular or box-build/full turnkey basis,
primarily serving the semiconductor and disk drive industries. This also includes
small/med machining, large machining, as well as metal fabrication.

For the semiconductor space, SAMEE is involved in manufacturing equipment
and systems for its customers going into: 1) wafer inspection system, 2) deposition
equipment support for front end of line processes, and 3) data storage backend
test modules.
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SAMEE’s dual-pronged strategy managed to overcome the
cyclicality effects »

Prior to the acquisition of a controlling stake by SAM in 2009, SAMEE was still
deriving the bulk of its revenue and earnings from the equipment business. In
FY09, SAMEE (or LKT at the time) was deriving 75% of its revenue from the back-
end semiconductor segment and the remaining 25% from the data storage
segment. Post the disposal of the non-core low-value-added products from its
business (tool cabinet and plastic injection moulding), the group ventured into
aerospace in FY10. The injection of the aerospace business into the group
allowed for mitigation of the volatile nature of the group’s revenue, given its high
dependency on the cyclical back-end semiconductor segment at the time. Since
then, the group had invested heavily in: i) manufacturing of new aerospace
products, ii) the integration of higher value-added equipment, as well as iii) the
front-end semiconductor industry.

Figure 45: Equipment division underwent higher value Figure 46: ... the group ventured into front-end semiconductor
equipment integration, while ... equipment, such as wafer fab chamber assemblies

Higher Value Equipment Integration

Front End Semicon Equipment

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

We noted that its dual-pronged strategy to focus and grow both these core
segments together was fruitful. Given the stable and long-term nature (long-term
contracts) of the aerospace segment, the group was able to achieve a revenue
CAGR of 14% in FY3/13-FY20 with muted cyclical effects (except for FY3/17). We
believe the group’s strategy to continue to focus on both these segments together
should remain one of its key strengths going forward.

Figure 47: Historical revenue breakdown
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Figure 48: SAMEE’s diversified revenue base a key attraction, in our view
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SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

9 manufacturing facilities spread across Malaysia, Singapore
and Thailand, with another one in the works »

SAMEE currently operates out of nine manufacturing facilities, which are located
in Malaysia (5), Singapore (2) and Thailand (2). In FY3/21, the group had
commenced mass production in the first phase of its Rojana Industrial Park in
Thailand (60k sq ft). This effectively increased the group’s total operating space
to 1,083k sq ft. Additionally, the group targets to commence production for the
second phase in FY3/23F (126k sq ft). According to SAMEE, this is mainly to
support the company’s growth in its equipment division, mainly for assembly,
fabrication, machining and special processes.

Figure 49: SAMEE’s production facilities are located in Malaysia, Singapore and Thailand
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(Small Format Machining) (Metal Fabrication & Special Process) (Equipment Integration) (Special Process)
Penang, Malaysia Penang, Malaysia Penang, Malaysia Penang, Malaysia

Aerospace (Aerostructures)
Penang, Malaysia

Aerospace (Casings)
Penang, Malaysia

» Equipment
(A bly of Equip & Machining)
Ayutthaya, Thailand

Aerospace (Casings)
Jurong & Tuas, Singapore

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS
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Figure 50: SAMEE’s production facilities in Malaysia, Singapore and Thailand

Taman Perindustrian Bayan Lepas 4,
11900, Penang, Malaysia

Location Tenure Area Built-up Description Age of Expiry date Date of Net book value at
(sq ft) area (sq ft) building revaluation 31 Mar 2021 (RM m)

SAM Precision Sdn Bhd Leasehold 54,103 33,500 Office & Factory 37 years 22-Nov-41  14-Aug-09 231

Plot 31-34 Lengkok Kampung Jawa 2, 60 years

Bayan Lepas Non-Free Industrial Zone

Phase 3,

11900, Penang, Malaysia

SAM Precision Sdn Bhd/ SAM Tooling Leasehold 131,104 67,500 Office & Factory 21years 16-Jun-57 14-Aug-09 6.97

Technology Sdn Bhd 60 years

Plot 77, Lintang Bayan Lepas,

Bayan Lepas Industrial Park,

Phase IV, Non-Free Industrial Zone

11900, Penang, Malaysia

Meerkat Precision Sdn Bhd/ Corporate Office Leasehold 131,406 92,000 Office & Factory 25years 14-May-51  14-Aug-09 11.56

Plot 17, Hilir Sungai Keluang Tiga, 60 years

Bayan Lepas Free Industrial Zone,

Phase IV, 11900, Penang, Malaysia

SAM Meerkat Sdn Bhd Leasehold 176,629 92,500 Office & Factory 15 years 18-Dec-74  17-Aug-09 9.12

Plot 103, Hilir Sungai Keluang Lima, 60 years

Taman Perindustrian Bayan Lepas 4,

11900, Penang, Malaysia

SAM Meerkat Sdn Bhd Leasehold 148,218 134,000 Office & Factory 14 years 23-Apr-68 17-Aug-09 9.56

Plot 104, Hilir Sungai Keluang Lima, 60 years

Led by an experienced management team »

SAMEE’s management is led by Peter Lim Hee Seng, the group’s Chief Executive
Officer (CEO), who was appointed in Jan 2022. He took over the helm from the
previous CEO, Jeffrey Goh Wee Keng, who was SAMEE CEO since the
acquisition of a majority stake by SAM in 2008. Jeffrey still sits on the board of
SAMEE as a non-Independent and non-Executive Director.

Peter Lim is also currently the Vice President, Aerospace, for SAM Group, in
charge of all aerospace units in Malaysia and Singapore. He had previously
assumed different roles within SAM Group, including Vice President for Business
Development and Marketing and General Manager of Avitron Private Limited. He
joined SAMEE on 1 Jan 2017.

As at end-FY3/21, the largest shareholder of SAMEE is Temasek Holdings,
through the wholly owned SAM. SAM is the single largest substantial shareholder
in the group, holding a majority 71.5% equity stake, while the balance are held by
institutional investors and the general public. According to SAMEE’s
announcement on Bursa Malaysia website dated 4 Mar 2022, SAMEE’s CEO
Peter Lim owns less than 1% stake in the company.
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Corporate structure »

Figure 51: SAM group of companies’ corporate structure

SAM Engineering &
Equipment Berhad

Public listed

SAM Meerkat Sdn Avitron Private

Meerkat Precision SAM Precision SAM Tooling Technology
Sdn Bhd Sdn Bhd Sdn Bhd

100% owned 100% owned 100% owned

Bhd
100% owned

Limited

100% owned

SAM Precision
(Thailand) Limited

100% owned

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS

26



€ cGscivs

Brought to you by BURSA MALAYSIA
RISE (Research Incentive Scheme)

Tech Manufacturing Services | Malaysia

SAM Engineering & Equipment | June 30, 2022

ESG in a nutshell

SAMEE's sustainability statement is prepared in line with the Bursa Malaysia’s Listing Requirements on Sustainability
Reporting, Global Reporting Initiative (GRI) Standards and the United Nations Sustainability Development Goals (SDG).
SAMEE’s board of directors provide the stewardship and has the ultimate responsibility for the sustainability direction of
the group. It is supported in this effort by the Risk & Sustainability Committee, which is tasked to review and recommend
sustainability strategies and performance targets for the group, while the Sustainability Committee/Working Group will
spearhead the delivery of the initiatives, such as the implementation and monitoring of the daily sustainability initiatives

and performance.

Keep your eye on

As at end-FY3/22, SAMEE’s board of directors consisted of
six independent directors and three non-independent
directors. Two out of the six independent directors have
served for more than nine years. In addition, among
SAMEE'’s nine board members, only two (or 22%) are
women.

Implications

We are negative on these aspects. Based on the latest
updates to the Malaysian Code of Corporate Governance
(MCCQG) in 2021, the tenure of independent directors has
been shortened to 9 years, without any extension. In
addition, the MCCG has suggested that females make up
at least 30% of board members.

ESG highlights

SAMEE is ranked in the bottom 51% to 75% by ESG
ratings among public-listed companies in the FBM EMAS
index that have been assessed by FTSE Russell. SAMEE
plans to conduct a major materiality assessment for the
financial year ended 31 Mar 2022 to ensure that material
ESG matters that they report in their annual reports stay
relevant. The last major materiality assessment was
conducted during the financial year ended 31 March 2018.

Implications

While we do not see any clear empirical correlation
between high ESG rankings and share price performance,
we believe ESG disclosure is becoming an important
investment criteria for institutional investors. Nevertheless,
we reckon additional disclosures post its materiality
assessment could allow for better ESG rankings (e.g. more
disclosures on foreign workers and GHG emissions).

Trends

Total energy consumption, energy intensity and
wastewater effluent discharged declined by 7.8%, 0.8%
and 53%, respectively.

Implications

The decline in energy usage arose mostly from reduced
business operations for the year ended FY3/21. As energy
consumption is a key component for running manufacturing
facilities, we monitor these levels closely. We believe one
way SAMEE could attempt to reduce these levels is by
exploring the use of renewable energy through solar panels
to offset non-renewable energy usage.
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BY THE NUMBERS

Projecting a 24% core net profit
CAGR in FY3/22-25F driven by
stronger contribution from both
aerospace and equipment divisions.
We expect earnings levels to return to
pre-pandemic levels in FY3/23F
onwards

Expect a minimal capex requirement
for second phase expansion of
Thailand plant in FY23-24F

P/BV vs ROE
17.0%

4.80
430 15.5%
3.80 14.0%
3.30 12.5%
2.80 ‘ 11.0%
2.30 9.5%
1.80 8.0%
1.30 2 6.5%
0.80 . . . . . | 5.0%

Jan-19A Jan-20A Jan-21A Jan-22A Jan-23F Jan-24F

@ Rolling P/BV (x) (Ihs) ROE (rhs)

12-mth Fwd FD Core P/E vs FD Core EPS
Growth

90%
63%
37%
10%
-17%
-43%

387
337

287

237

\
187
137 A NS/
8.7 - ; ‘ ‘

Jan-19A Jan-20A Jan-21A Jan-22A Jan-23F Jan-24F

e 1 2-mth Fwd Rolling FD Core P/E (x) (Ihs)
FD Core EPS Growth (rhs)

= -70%

Profit & Loss

(RMm) Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F
Total Net Revenues 873.7 1,147.6 1,332.8 1,518.2 1,654.1
Gross Profit 86.8 128.8 182.2 223.2 240.1
Operating EBITDA 113.3 156.5 188.0 227.4 243.6
Depreciation And Amortisation (54.6) (60.2) (61.8) (62.6) (63.1)
Operating EBIT 58.7 96.3 126.2 164.8 180.6
Financial Income/(Expense) (2.8) (2.4) (2.7) (2.8) (3.0)
Pretax Income/(Loss) from Assoc. 0.0 0.0 0.0 0.0 0.0
Non-Operating Income/(Expense) 0.0 0.0 0.0 0.0 0.0
Profit Before Tax (pre-El) 55.9 93.9 123.5 161.9 177.6
Exceptional Items 25.0 6.5 0.0 0.0 0.0
Pre-tax Profit 81.0 100.5 123.5 161.9 177.6
Taxation (22.1) (25.0) (30.9) (40.5) (44.4)
Exceptional Income - post-tax
fit After Tax 58.8 75.5 92.6 121.5 133.2
Preferrea Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 58.8 75.5 92.6 121.5 133.2
Recurring Net Profit 40.6 70.5 92.6 121.5 133.2
Fully Diluted Recurring Net Profit 40.6 70.5 92.6 121.5 133.2
Cash Flow
(RMm) Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F
EBITDA 113.3 156.5 188.0 227.4 243.6
h Flow from Invt. & Assoc.
Change In kina Capital (30.9) (162.1) (68.0) (68.1) (49.9)
(Incr)/Decr in Totai Provisions
Other Non-Cash (Income)/Expers
Other Operating Cashflow 7.7 (23.2) 0.0 0.0 0.0
Net Interest (Paid)/Received (2.8) (2.4) (2.7) (3.0) 3.2)
Tax Paid (22.7) (25.0) (30.9) (40.5) (44.4)
Cashflow From Operations 64.5 (56.3) 86.3 115.8 146.1
Capex (48.4) (47.7) (50.0) (50.0) (50.0)
Disposals Of FAs/subsidiaries 0.0 0.0 0.0 0.0 0.0
Acq. Of Subsidiaries/investments
Other Investing Cashflow (1.8) 13.1 0.0 0.0 0.0
Cash Flow From Investing (50.2) (34.6) (50.0) (50.0) (50.0)
Debt Raised/(repaid) 8.0 120.8 0.0 0.0 0.0
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (20.0) (14.9) (24.4) (32.5) (37.9)
Preferred Dividends
Other Financing Cashflow (9.7) (10.6) 0.0 0.0 0.0
Cash Flow From Financing (21.6) 95.2 (24.4) (32.5) (37.9)
Total Cash Generated (7.2) 4.3 12.0 33.3 58.2
Free Cashflow To Equity 22.4 29.8 36.3 65.8 96.1
Free Cashflow To Firm 17.2 (88.5) 39.1 68.8 99.3
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BY THE NUMBERS... cont’'d

SAMEE'’s total borrowings increased
from RM90.3m as at end-Mar 2021 to
RM211m as at end-Mar 2022 mainly
due to the increase in utilization of
short-term banking facilities to finance
the increase in working capital
requirement

Expect better margin delivery driven
by higher utilization in FY23F onwards

Projecting a stronger sales growth
recovery from Aerospace segment
with a 3-year CAGR of 24% for FY22-
25F (vs Equipment sales CAGR
FY22-25F of 9%)

Balance Sheet

(RMm) Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F
Total Cash And Equivalents 16.1 311 43.1 76.6 135.0
Total Debtors 234.4 316.6 367.7 418.9 456.4
Inventories 176.5 335.1 389.2 443.3 483.0
Total Other Current Assets 134.6 154.9 154.9 154.9 154.9
rotal Current Assets 561.6 837.7 954.9 1,093.7 1,229.3
356.7 331.2 319.4 306.8 293.7
Total inves 0.0 0.0 0.0 0.0 0.0
Intangible Assets 12.6 10.7 10.7 10.7 10.7
Total Other Non-Current Assets 5.1 27.5 275 27.5 275
Total Non-current Assets 374.4 369.4 357.6 345.0 332.0
Short-term Debt 77.8 205.2 205.2 205.2 205.2
Current Portion of Long-Term Debt
Total Creditors 151.3 230.0 267.1 304.3 331.5
Other Current Liabilities 33.2 29.1 29.1 29.1 29.1
Total Current Liabilities 262.3 464.3 501.4 538.6 565.8
Total Long-term Debt 12.4 5.9 5.9 5.9 5.9
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 27.9 28.9 28.9 28.9 28.9
Total Non-current Liabilities 40.3 34.7 34.7 34.7 34.7
Total Provisions 6.9 13.5 13.5 13.5 13.5
Total Liabilities 309.6 512.5 549.6 586.7 614.0
Shareholders' Equity 626.4 694.7 763.0 851.9 947.3
Minority Interests
Total Equity 626.4 694.7 763.0 851.9 947.3
Key Ratios
Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F
Revenue Growth (6.9%) 31.4% 16.1% 13.9% 8.9%
I g EBITDA Growth (33.5%) 38.2% 20.1% 21.0% 7.1%
Operating EBITDA Margin 13.0% 13.6% 14.1% 15.0% 14.7%
Net Cash Per Share (RM) (0.14) (0.33) (0.31) (0.25) (0.14)
BVPS (RM) 1.16 1.28 141 1.57 1.75
Gross Interest Cover 20.85 39.36 45.99 55.77 57.05
Effective Tax Rate 27.4% 24.9% 25.0% 25.0% 25.0%
Net Dividend Payout Ratio 44.1% 27.5% 26.3% 26.7% 28.4%
Accounts Receivables Days 95.41 87.62 93.71 94.81 96.57
Inventory Days 74.6 91.6 114.9 117.6 119.6
Accounts Payables Days 67.24 68.30 78.85 80.75 82.06
ROIC (%) 5.9% 9.8% 10.3% 12.7% 13.2%
ROCE (%) 8.2% 11.7% 13.2% 16.0% 16.1%
Return On Average Assets 3.87% 6.60% 7.51% 8.98% 9.03%
Key Drivers
Mar-21A Mar-22A Mar-23F Mar-24F Mar-25F
Aernsnace cales arowth /81 0 16.5 255 26.5 20.0
43.5 27.7 13.5 10.0 5.0
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DISCLAIMER
This report has been prepared by CGS-CIMB pursuant to the Research Incentive Program under Bursa Research Incentive Scheme (“Bursa RISE”)
administered by Bursa Malaysia Berhad. This report has been produced independent of any influence from Bursa Malaysia Berhad or the subject
company. Bursa Malaysia Berhad and its group of companies disclaims any and all liability, howsoever arising, out of or in relation to the administration
of Bursa Research Incentive Program and/or this report.
The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by and
belongs to CGS-CIMB. Reports relating to a specific geographical area are produced and distributed by the corresponding CGS-CIMB entity as listed
in the table below.
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.
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set
forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to
comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain confidential.
No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means; or (i) redistributed or passed on,
directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CGS-CIMB.
The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. CGS-
CIMB may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or change the periodicity of
reports at any time. CGS-CIMB has no obligation to update this report in the event of a material change to the information contained in this report.
CGS-CIMB does not accept any obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant, (i) ensure that the
content of this report constitutes all the information a prospective investor may require, (iii) ensure the adequacy, accuracy, completeness, reliability or
fairness of any views, opinions and information, and accordingly, CGS-CIMB, its affiliates and related persons including China Galaxy International
Financial Holdings Limited (“*CGIFHL”") and CIMB Group Sdn. Bhd. (“CIMBG") and their respective related corporations (and their respective directors,
associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including but not limited to any
direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. In particular, CGS-CIMB disclaims all
responsibility and liability for the views and opinions set out in this report.
Unless otherwise specified, this report is based upon sources which CGS-CIMB considers to be reasonable. Such sources will, unless otherwise
specified, for market data, be market data and prices available from the main stock exchange or market where the relevant security is listed, or, where
appropriate, any other market. Information on the accounts and business of company(ies) will generally be based on published statements of the
company(ies), information disseminated by regulatory information services, other publicly available information and information resulting from our
research.
Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of
opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document
in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a
reliable indicator of future performance. The value of investments may go down as well as up and those investing may, depending on the investments
in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of CGS-CIMB or any of its affiliates
(including CGIFHL, CIMBG and their respective related corporations) to any person to buy or sell any investments.
CGS-CIMB, its affiliates and related corporations (including CGIFHL, CIMBG and their respective related corporations) and/or their respective directors,
associates, connected parties and/or employees may own or have positions in securities of the company(ies) covered in this research report or any
securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. Further, CGS-CIMB,
its affiliates and their respective related corporations (including CGIFHL, CIMBG and their respective related corporations) do and seek to do business
with the company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment
in securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform
significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment,
advisory or other services from any entity mentioned in this report.
CGS-CIMB or its affiliates (including CGIFHL, CIMBG and their respective related corporations) may enter into an agreement with the company(ies)
covered in this report relating to the production of research reports. CGS-CIMB may disclose the contents of this report to the company(ies) covered
by it and may have amended the contents of this report following such disclosure.
The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or her
personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and autonomously.
No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or view(s)
in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation, incentive or bonus based on specific
investment banking transactions or for providing a specific recommendation for, or view of, a particular company. Information barriers and other
arrangements may be established where necessary to prevent conflicts of interests arising. However, the analyst(s) may receive compensation that is
based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the research
personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this
research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.
Additional information is, subject to the duties of confidentiality, available on request.
Reports relating to a specific geographical area are produced by the corresponding CGS-CIMB entity as listed in the table below. The term “CGS-
CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in
every other case except as otherwise stated herein, CGS-CIMB Securities International Pte. Ltd. and its affiliates, subsidiaries and related corporations.
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Country CGS-CIMB Entity Regulated by

Hong Kong CGS-CIMB Securities (Hong Kong) Limited Securities and Futures Commission Hong Kong

India CGS-CIMB Securities (India) Private Limited Securities and Exchange Board of India (SEBI)

Indonesia PT CGS-CIMB Sekuritas Indonesia Financial Services Authority of Indonesia

Malaysia CGS-CIMB Securities Sdn. Bhd. Securities Commission Malaysia

Singapore CGS-CIMB Securities (Singapore) Pte. Ltd. Monetary Authority of Singapore

South Korea CGS-CIMB Securities (Hong Kong) Limited, Korea Branch Financial Services Commission and Financial Supervisory Service
Thailand CGS-CIMB Securities (Thailand) Co. Ltd. Securities and Exchange Commission Thailand

Other Significant Financial Interests:

(i) As of May 31, 2022 CGS-CIMB has a proprietary position in the securities (which may include but not be limited to shares, warrants, call warrants
and/or any other derivatives) in the following company or companies covered or recommended in this report:

(a)-

(i) Analyst Disclosure: As of June 30, 2022, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which
may include but not be limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered or
recommended in this report;

(a)-

This report does not purport to contain all the information that a prospective investor may require. Neither CGS-CIMB nor any of its affiliates (including
CGIFHL, CIMBG and their related corporations) make any guarantee, representation or warranty, express or implied, as to the adequacy, accuracy,
completeness, reliability or fairness of any such information and opinion contained in this report. Neither CGS-CIMB nor any of its affiliates nor their
related persons (including CGIFHL, CIMBG and their related corporations) shall be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. Itis intended for circulation amongst CGS-CIMB's clients generally
and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this
report. The information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to
buy or sell the subject securities, related investments or other financial instruments or any derivative instrument, or any rights pertaining thereto.
Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business,
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report.
The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

Restrictions on Distributions

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CGS-CIMB Securities (Singapore) Pte. Ltd. and
CGS-CIMB Securities (Hong Kong) Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of
the Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other
person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been
prepared without taking into account the objectives, financial situation or needs of the individual recipient. CGS-CIMB Securities (Singapore) Pte. Ltd.
and CGS-CIMB Securities (Hong Kong) Limited do not hold, and are not required to hold an Australian financial services license. CGS-CIMB Securities
(Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited rely on “passporting” exemptions for entities appropriately licensed by the
Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC Class
Order 03/1103).

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 — Research
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by CIBC,
further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com .

China: For the purpose of this report, the People’s Republic of China (‘PRC”) does not include the Hong Kong Special Administrative Region, the
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not be
provided to any person other than the original recipient and may not be reproduced or used for any other purpose.

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is
not intended as a solicitation for the purchase of any financial instrument.

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time
of the publication of the information.

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither the
German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report.
Hong Kong: This report is issued and distributed in Hong Kong by CGS-CIMB Securities (Hong Kong) Limited (“CHK”) which is licensed in Hong Kong
by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) activities. Any investors wishing to
purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CGS-CIMB Securities (Hong Kong) Limited.
The views and opinions in this research report are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act
of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected.
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CHK has no obligation to update its opinion or the information in this research report.
This publication is strictly confidential and is for private circulation only to clients of CHK.
CHK does not make a market on other securities mentioned in the report.

India: This report is issued and distributed in India by CGS-CIMB Securities (India) Private Limited (“*CGS-CIMB India”). CGS-CIMB India is a subsidiary
of CGS-CIMB Securities International Pte. Ltd. which is in turn is a 50:50 joint venture company of CGIFHL and CIMBG. The details of the members
of the group of companies of CGS-CIMB can be found at www.cgs-cimb.com, CGIFHL at www.chinastock.com.hk/en/ACG/ContactUs/index.aspx and
CIMBG at www.cimb.com/en/who-we-are.html. CGS-CIMB India is registered with the National Stock Exchange of India Limited and BSE Limited as
a trading and clearing member (Merchant Banking Number: INM000012037) under the Securities and Exchange Board of India (Stock Brokers and
Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 4(g) of the Securities and Exchange Board of India (Investment
Advisers) Regulations, 2013, CGS-CIMB India is not required to seek registration with the Securities and Exchange Board of India (“SEBI”) as an
Investment Adviser. CGS-CIMB India is registered with SEBI (SEBI Registration Number: INZ000209135) as a Research Analyst (INH000000669)
pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations”).

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely on
their own investigations and take their own professional advice before investment.

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of CGS-CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, firm
profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to
investment banking or capital markets transactions performed or proposed to be performed by CGS-CIMB India or its affiliates.

CGS-CIMB India does not have actual / beneficial ownership of 1% or more securities of the subject company in this research report, at the end of the
month immediately preceding the date of publication of this research report. However, since affiliates of CGS-CIMB India are engaged in the financial
services business, they might have in their normal course of business financial interests or actual / beneficial ownership of one per cent or more in
various companies including the subject company in this research report.

CGS-CIMB India or its associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the subject company in
this research report; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market
maker in the financial instruments of the subject company in this research report or act as an advisor or lender/borrower to such company or may have
any other potential conflict of interests with respect to any recommendation and other related information and opinions.

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not received any compensation for investment
banking, merchant banking or brokerage services from the subject company mentioned in the research report in the past 12 months.

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not managed or co-managed public offering of
securities for the subject company mentioned in the research report in the past 12 months. The analyst from CGS-CIMB India engaged in preparation
of this research report or his/her relative (a) do not have any financial interests in the subject company mentioned in this research report; (b) do not
own 1% or more of the equity securities of the subject company mentioned in the research report as of the last day of the month preceding the
publication of the research report; (c) do not have any material conflict of interest at the time of publication of the research report.

Indonesia: This report is issued and distributed by PT CGS-CIMB Sekuritas Indonesia (“CGS-CIMB Indonesia®). The views and opinions in this
research report are our own as of the date hereof and are subject to change. CGS-CIMB Indonesia has no obligation to update its opinion or the
information in this research report. This report is for private circulation only to clients of CGS-CIMB Indonesia. Neither this report nor any copy hereof
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with
applicable Indonesian capital market laws and regulations.

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold within
the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the
meaning of the Indonesian capital market law and regulations.

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland.

Malaysia: This report is distributed in Malaysia by CGS-CIMB Securities Sdn. Bhd. (“CGS-CIMB Malaysia”) solely for the benefit of and for the exclusive
use of our clients. Recipients of this report are to contact CGS-CIMB Malaysia, at Level 29, Menara Bumiputra-Commerce, No. 11, Jalan Raja Laut,
50350 Kuala Lumpur, Malaysia, in respect of any matters arising from or in connection with this report. CGS-CIMB Malaysia has no obligation to
update, revise or reaffirm its opinion or the information in this research report after the date of this report. CGS-CIMB Malaysia may act or acts as a
market maker in the capital market products of the following companies:

UEM EDGENTA BERHAD, EASTERN & ORIENTAL BERHAD, UEM SUNRISE BERHAD, AXIATA GROUP BERHAD, KERJAYA PROSPEK GROUP
BERHAD, RANHILL UTILITIES BERHAD, TELEKOM MALAYSIA BERHAD, MATRIX CONCEPTS HOLDINGS BERHAD, SPORTS TOTO BERHAD,
KAWAN FOOD BERHAD, DRB-HICOM BERHAD, TALIWORKS CORPORATION BERHAD, ASTRO MALAYSIA HOLDINGS BERHAD, TENAGA
NASIONAL BERHAD, MALAYAN BANKING BERHAD, |0l CORPORATION BERHAD, GENTING BERHAD, UNISEM (M) BERHAD, FGV HOLDINGS
BERHAD, YINSON HOLDINGS BERHAD.

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial Advisers
Act 2008.

Singapore: This report is issued and distributed by CGS-CIMB Securities (Singapore) Pte Ltd (“CGS-CIMB Singapore”). CGS-CIMB Singapore is a
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capital markets services licensee under the Securities and Futures Act (Chapter 289). Accordingly, it is exempted from the requirement to hold a
financial adviser’s licence under the Financial Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research
analyses or research reports, whether in electronic, print or other form. CGS-CIMB Singapore is subject to the applicable rules under the FAA unless
it is able to avail itself to any prescribed exemptions.

Recipients of this report are to contact CGS-CIMB Singapore, 10 Marina Boulevard, Marina Bay Financial Centre Tower 2, #09-01, Singapore 018983
in respect of any matters arising from, or in connection with this report. CGS-CIMB Singapore has no obligation to update its opinion or the information
in this research report. This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CGS-CIMB
Singapore directly, you may not rely, use or disclose to anyone else this report or its contents.

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CGS-CIMB Singapore accepts legal
responsibility for the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited
investor, expert investor or institutional investor, the recipient is deemed to acknowledge that CGS-CIMB Singapore is exempt from certain
requirements under the FAA and its attendant regulations, and as such, is exempt from complying with the following:

(a) Section 25 of the FAA (obligation to disclose product information);

(b) Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be
reasonably expected to rely on the recommendation) of the FAA;

(c) MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-NO3];

(d) MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16];

(e) Section 36 (obligation on disclosure of interest in specified products), and

(f) any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes as
we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges that
as CGS-CIMB Singapore is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMB Singapore for
any loss or damage arising from the recipient’s reliance on any recommendation made by CGS-CIMB Singapore which would otherwise be a right that
is available to the recipient under Section 27 of the FAA. .

CGS-CIMB Singapore, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have
positions in specified products of the company(ies) covered in this research report or any specified products related thereto and may from time to time
add to or dispose of, or may be materially interested in, any such specified products. Further, CGS-CIMB Singapore, its affiliates and its related
corporations do and seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or have
assumed an underwriting commitment in specified products of such company(ies), may sell them to or buy them from customers on a principal basis
and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report.

As of June 30, 2022, CGS-CIMB Singapore does not have a proprietary position in the recommended specified products in this report.

CGS-CIMB Singapore does not make a market on the securities mentioned in the report.

South Korea: This report is issued and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB Korea”)
which is licensed as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South
Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of
Korea (“FSCMA”).

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any investment
decision. This document does not constitute a public offering of securities.

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services.

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution
of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may
not be forwarded to the public in Sweden.

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research).

Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to be reliable (but
their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful consideration
for use as information for investment. Such opinions are subject to change without notice and CGS-CIMB Thailand has no obligation to update its opinion or the
information in this research report.

CGS-CIMB Thailand may act or acts as Market Maker, and issuer and offeror of Derivative Warrants and Structured Note which may have the following securities as
its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making investment decisions.

AAV, ACE, ADVANC, AEONTS, AMATA, AOT, AP, BAM, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEC, BEM, BGRIM, BH, BJC, BTS, CBG, CENTEL, CHG, CK,
CKP, COM7, CPALL, CPF, CPN, CRC, DELTA, DOHOME, DTAC, EA, EGCO, ESSO, GLOBAL, GPSC, GULF, GUNKUL, HANA, HMPRO, ICHI, INTUCH, IRPC,
IVL, JAS, JMART, JMT, KBANK, KCE, KKP, KTB, KTC, LH, MAJOR, MEGA, MINT, MTC, NRF, OR, ORI, OSP, PLANB, PRM, PSL, PTG, PTL, PTT, PTTEP,
PTTGC, QH, RATCH, RBF, RS, SAWAD, SCB, SCC, SCGP, SINGER, SPALI, SPRC, STA, STEC, STGT, SUPER, SYNEX, TASCO, TCAP, THANI, TISCO, TKN,
TOP, TQM, TRUE, TTB, TU, TVO, VGI, WHA

Corporate Governance Report:

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of
the Securities and Exchange Commission. The survey of the 10D is based on the information of a company listed on the Stock Exchange of Thailand and the Market
for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It
is not an evaluation of operation and is not based on inside information.
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The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that
date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result.
Score Range: 90 - 100 80 -89 70-79 Below 70 No Survey Result
Description: Excellent Very Good Good N/A N/A

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by,
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the United
Arab Emirates.

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being distributed
by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority and its
registered office is at 53 New Broad Street, London EC2M 1JJ. The material distributed by CGS-CIMB UK has been prepared in accordance with
CGS-CIMB's policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for distribution
only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients of CGS-
CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c) fall within Article 49(2)(a) to (d) (*high net worth companies, unincorporated
associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all such persons together
being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied on by persons who are
not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons and will be engaged in
only with relevant persons.

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective assessment
of the subject matter and does not constitute independent research. Consequently, this material has not been prepared in accordance with legal
requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the dissemination of
research. Therefore, this material is considered a marketing communication.

United States: This research report is distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-dealer
and an affiliate of CGS-CIMB Securities Sdn. Bhd., CGS-CIMB Securities (Singapore) Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-CIMB
Securities (Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB Securities (India) Private Limited, and is distributed solely
to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication
is only for Institutional Investors whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative
securities and who have professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor
must not rely on this communication. The delivery of this research report to any person in the United States of America is not a recommendation to
effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB Securities (USA) Inc, is a
FINRA/SIPC member and takes responsibility for the content of this report. For further information or to place an order in any of the above-mentioned
securities please contact a registered representative of CGS-CIMB Securities (USA) Inc.

CGS-CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report.

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months.
CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12
months.

CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the company
mentioned within the next 3 months.

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA"), this
report is third-party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and CGS-
CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to persons who qualify as
“U.S. Institutional Investors” or as “Major U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934, as
amended. This communication is only for U.S. Institutional Investors or Major U.S. Institutional Investor whose ordinary business activities involve
investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any
person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. The delivery of this report to
any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion
expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes responsibility for the content of this report. For
further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities
(USA) Inc. or RJA. https://raymondjames.com/InternationalEquityDisclosures

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional,
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.
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Distribution of stock ratings and investment banking clients for quarter ended on 31 March 2022
632 companies under coverage for quarter ended on 31 March 2022

Rating Distribution (%) Investment Banking clients (%)
Add 70.3% 0.8%
Hold 22.0% 0.0%
Reduce 7.8% 0.2%
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Spitzer Chart for stock being researched ( 2 year data )
SAM Engineering & Equipment (SEQB MK)
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Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai I0D) in 2021,
Anti-Corruption 2021

ADVANC - Excellent, Certified, AMATA — Excellent, Certified, ANAN - Excellent, n/a, AOT — Excellent, n/a, AP — Excellent, Certified, ASP — Excellent,
n/a, AWC - Excellent, Declared, AU — Good, n/a, BAM - Very Good, Certified, BAY — Excellent, Certified, BBL — Excellent, Certified, BCH - Very
Good, Certified, BCP - Excellent, Certified, BCPG - Excellent, Certified, BDMS — Excellent, n/a, BEAUTY - Good, n/a, BEM — Excellent, n/a BH -
Good, n/a, BJC - Very Good, n/a, BLA — Very Good, Certified, BTS - Excellent, Certified, CBG — Very Good, n/a, CCET - n/a, n/a, CENTEL -
Excellent, Certified, CHAYO - Very Good, n/a, CHG - Very Good, n/a, CK - Excellent, n/a, COMT — Excellent, Certified, CPALL - Excellent, Certified,
CPF — Excellent, Certified, CPN - Excellent, Certified, CPNREIT - n/a, n/a, CRC — Excellent, Declared, DELTA - Excellent, Certified, DDD — Excellent,
n/a, DIF - n/a, n/a, DOHOME - Very Good, Declared, DREIT - n/a, n/a, DTAC - Excellent, Certified, ECL — Excellent, Certified, EGCO - Excellent,
Certified, EPG — Excellent, Certified, ERW - Very Good, Certified, GFPT - Excellent, Certified, GGC — Excellent, Certified, GLOBAL — Excellent, n/a,
HANA - Excellent, Certified, HMPRO - Excellent, Certified, HUMAN - Good, n/a, ICHI — Excellent, Certified, lll — Excellent, Declared, INTUCH -
Excellent, Certified, IRPC — Excellent, Certified, ITD — Very Good, n/a, IVL - Excellent, Certified, JASIF — n/a, n/a, JKN - n/a, Certified, JMT — Very
Good, n/a, KBANK - Excellent, Certified, KCE - Excellent, Certified, KEX — Very Good, Declared, KKP — Excellent, Certified, KSL — Excellent, Certified,
KTB - Excellent, Certified, KTC — Excellent, Certified, LH - Excellent, n/a, LPN — Excellent, Certified, M — Very Good, Certified, MAKRO - Excellent,
Certified, MC — Excellent, Certified, MEGA — Very Good, n/a, MINT - Excellent, Certified, MTC - Excellent, Certified, NETBAY - Very Good, n/a, NRF
- Very Good, Declared, OR - Excellent, n/a, ORI — Excellent, Certified, OSP — Excellent, n/a, PLANB - Excellent, Certified, PRINC - Very Good,
Certified, PR9 - Excellent, Declared, PSH — Excellent, Certified, PTT - Excellent, Certified, PTTEP - Excellent, n/a, PTTGC - Excellent, Certified, QH
— Excellent, Certified, RAM - n/a, n/a, RBF - Very Good, n/a, RS - Excellent, Declared, RSP - Good, n/a, S8 - Excellent, n/a, SAK - Very Good,
Declared, SAPPE - Very Good, Certified, SAWAD - Very Good, n/a, SCB - Excellent, Certified, SCC - Excellent, Certified, SCGP - Excellent,
Declared, SECURE - n/a, n/a, SHR — Excellent, n/a, SIRI - Excellent, Certified, SPA — Very Good, n/a, SPALI - Excellent, Certified, SPRC — Excellent,
Certified, SSP - Good, Certified, STEC — Excellent, n/a, SVI - Excellent, Certified, SYNEX - Very Good, Certified, TCAP — Excellent, Certified, THANI
— Excellent, Certified, TIDLOR - n/a, Certified TISCO - Excellent, Certified, TKN — Very Good, n/a, TOP - Excellent, Certified, TRUE — Excellent,
Certified, TTB - Excellent, Certified, TU — Excellent, Certified, TVO — Excellent, Certified, VGI — Excellent, Certified, WHA — Excellent, Certified,
WHART - n/a, n/a, WICE - Excellent, Certified, WORK — Good, n/a.

- CG Score 2021 from Thai Institute of Directors Association (I0D)

- Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of
August 5, 2021) are categorised into: companies that have declared their intention to join CAC, and companies certified by CAC.

Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months.
Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months.

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net
dividend yields of the stock. Stock price targets have an investment horizon of 12 months.

Sector Ratings Definition:

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation.
Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation.
Country Ratings Definition:

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark.
Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark.

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark.
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