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Sales have grown steadily since FY06. Sky One is a total logistics solutions
provider based in Hong Kong. Sales have been growing healthily since FY06. We
forecast revenue growth of 11% for FY09 and a 3-year revenue CAGR of 10.2% for
FY08-11, led by Sky One’s speed advantage over larger operators such as DHL and
UPS in delivering goods to China from Hong Kong, due to its quick access via
express customs clearance centres.

Spillover benefits of China boom. Hong Kong's proximity to China and well-
established transport and logistics infrastructure connecting it to the rest of the world
have turned it into a ‘golden door’ to China, strengthening its position as a logistics
stronghold in Asia.

Top five in Hong Kong-China express services. Sky One is amongst the top five
players in Hong Kong with a market share of about 5% and addressable market of
about HK$120m, based on a total market size of HK$2.4bn.

Initiate coverage with BUY recommendation and target price of $$0.12, based on
7x CY09 P/E. This multiple is in line with the historical P/E band for small-cap
comparables. A potential re-rating catalyst is the successful acquisition of Jet in the
current financial year, which would enhance Sky One’s ability to tap the China market,
and perhaps the lucrative Taiwanese market in the near future. Given the 26%
potential upside, we initiate coverage with a BUY.

Financial summary

FYE Mar 2007 2008 2009F 2010F 2011F
Revenue (HK$m) 105.8 125.2 139.0 152.9 167.8
EBITDA (HK$m) 225 26.6 28.2 30.7 33.2
EBITDA margins (%) 21% 21% 20% 20% 20%
Pretax profit (HK$m) 21.2 24.0 254 284 31.0
Net profit (HK$m) 17.5 19.0 21.0 234 25.6
EPS (S cts) 2.0 19 1.6 18 2.0
EPS growth (%) N/A 3% -13% 1% 9%
P/E (x) 5.1 53 6.2 5.6 5.1
Gross DPS (S cts) - 0.1 - - -
Dividend yield (%) - 2% - - -
PINTA (x) 3.0 3.0 2.2 1.6 1.2
ROE (%) 62% 40% 29% 25% 22%
Net cash per share (S$) 0.01 0.01 0.02 0.04 0.06
P/CF (x) 48 47 55 5.1 47
EV/EBITDA (x) 41 35 33 3.0 2.8

Source: Company, CIMB estimates

Market capitalisation & share price information

Market cap 5$21.9m Share price perf. (%) M 3M 12M
12-mth price range 5$0.08/S$0.42 Relative (6.3) 13.9 (66.8)
3-mth avg daily volume 5$0.01m | Absolute (10.0) - (71.9)
# of shares (m) 243.2 Major shareholders % held
Est. free float (%) 36 Dicky Suen Yiu Chung 449
Wrts/ICULS ofs (m) None Lau Hon Kit 19.3
Conv. price (S$) None

Source: Company, CIMB estimates

Please read carefully the important disclosures at the end of this publication.




Background

Sky One was listed on SGX-ST Catalist on 28 Jan 08, following a reverse takeover of
Semitech Electronics Ltd. The company is a total logistics solutions provider based in
Hong Kong.

Business offerings. Sky One provides integrated logistics services and customised
solutions, as well as delivers goods from airports, seaports and distribution centres to
consignees and customers, and vice versa. It offers door-to-door, door-to-port and
port-to-port transportation of air and sea cargoes, on top of freight and express courier
services. Included under ancillary services are bulk breaking, sorting, packaging and
the delivery of letters, parcels and bulky items from Hong Kong to China. Sky One
also provides customs tax clearance services.

Major competitors. Major competitors include S.F. Express (HK) Ltd and Top Gun
Express Centre, of which neither is listed on any stock exchange at present. Both are
based in Hong Kong. S.F. Express is the closest comparable, owing to a similar
focus on the express land segment.

Major partners. Sky One’s major partners are Shenzhen Huaxin, DHL, Federal
Express, UPS, PIL, Cathay Pacific and Air China.

Key customers. Its top five direct customers as at end Mar-08 by revenue
contributions were:
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Not overly-reliant on any customer. Sky One had over 5,000 active customers in
FY08, up from 3,000 in FY07. None contributed more than 5% of its revenue.
Customers range from purchasing agents to manufacturers and retailers as well as
other third-party logistics operators. We believe this diversification can cushion Sky
One from any sharp decline in sales to any one industry.

Client mix. About 95% of Sky One’s customers are corporate customers. The
remaining 5% are individual customers.
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Industry outlook

Spillover benefits of China boom. Hong Kong’s proximity to China and its well-
established transport and logistics infrastructure connecting it to the rest of the world
have turned it into a ‘golden door’ into China, strengthening its position as a logistics
stronghold in Asia. China’s phenomenal economic growth has led to a surge in the
number of businesses trading across borders and with countries around the world. In
2007, China’s logistics industry was valued at Rmb75.2tr, up 26.2% yoy to account for
40% of the world’s container traffic. A growing trend of production outsourcing to
China as a cost-saving measure has also led to increased flows of raw materials and
finished goods between Hong Kong and China.

Express cargo. Hong Kong's express industry is dominated by a few big multi-
national players, which have extensive air and ground networks. The sheer size of
these players, however, has a downside i.e. longer delivery times due to their
commitment to hub strategies and vehicle/plane re-fuelling.

Smaller players, on the other hand, tend to specialise in niche areas and develop a
better understanding of specific markets to develop their sales volume. They are also
able to provide faster and more flexible services. For instance, some smaller logistics
operators may possess the licence to carry goods in and out of China through
express custom clearance centres in minimal time, and are well versed with China’s
customs tax regime, making them capable of helping their customers save on taxes.

To keep prices competitive, these smaller players also typically reduce their overhead
costs by sub-contracting jobs to wholesale operators like independent truckers, who
have established routes.

Air freight. Hong Kong has been ranked the world’s busiest airport for international
cargo since 2006. According to the Air Authority Hong Kong, cargo volumes handled
at the Hong Kong International Airport are expected to grow at 6% a year between
2006 and 2010. There are two major cargo types in the air freight business: 1)
express cargo; and 2) heavy lift cargo. Heavy lift cargo accounts for 95% of the weight
and 85% of the value of total airfreight handled by Hong Kong. However, the Mainland
market is less significant for Hong Kong’s air cargo sector as a large proportion of
goods are delivered via land modes between Hong Kong and Southern China. Other
Asian destinations, with the exclusion of China, account for about 50% of air cargo
exports, of which Japan and Taiwan are of greater importance.

Technology drives efficiency. Advancements in information technology have
allowed the industry to integrate specialised and customised logistics solutions to its
service model. Major industry players can now offer material handling, logistics
management and other custom business solutions.

Figure 2: China’s export and import growth (% yoy)
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Figure 3: China’s export and import absolute values
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Challenging environment. The business environment in China is highly challenging.
Mainland firms prefer to keep their logistics operations in-house and regard logistics
as a way of reducing costs rather than improving supply chain efficiencies.
Competition is also ferocious, with over 1m registered logistics service providers and
850,000 trucking firms in China alone, of which 90% are small to medium-sized
operators. This has resulted in a fragmented market, with no real pan-China player as
yet.

Strength in numbers. China is a magnet for logistics firms from Hong Kong, China
and the rest of the world. But the increasing demand for economies of scale, a more
efficient supply chain, plus wider profit margins, is hastening industry consolidation.
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Figure 4: SWOT analysis

Company outlook

Potential acquisition of 50.1% of Jet International Courier Group. Sky One
recently signed a non-binding letter of intent with Mr Johnson Hsieh for the purchase
of 50.1% of Jet International Courier Group Holdings, an unlisted entity. The purchase
consideration will not be less than 10x Jet's 2007 P/E. We believe the acquisition
would be good for Sky One in the medium to long term.

Jet is the largest private courier group in China with operations in China, Hong Kong
and Taiwan. The acquisition of Jet, if successful, would fit snugly with Sky One’s line
of business, speeding up its expansion into the fast-growing logistics industry in
China. In addition, this acquisition could give the company a launch pad into the
Taiwanese market, fulfilling its corporate goal of becoming a logistics leader in
Greater China.

Quick access via express customs clearance centres (ECCCs). There are only 10
ECCCs in the whole of China, of which six are located in Guangdong Province. The
ECCCs cater mainly to smaller domestic players like Sky One, giving them the
privilege of clearing their goods quickly at customs. The average time taken to clear a
load of goods via ECCCs is 1-3 hours. In contrast, the time taken to clear the same
amount of goods at a regular customs centre is more than one day.

Management believes that there are only 20-30 Hong Kong companies licensed to
use such ECCCs. Such licences are hard to come by usually, and are even harder to
obtain now due to a tightening of security at the borders during the run-up to the
Beijing Olympics. Sky One’s ability to secure a license was aided by the forging of an
exclusive relationship with China-based Shenzhen Huaxin, to use the latter's tax
clearance licence when transporting goods through Guangzhou. At present, Sky One
utilises four of the six ECCCs in Guangdong Province.

Expertise in customs clearance and minimising customs tax. Sky One’s
employees are trained to be well-acquainted with the customs tax regime and
clearance practices between Hong Kong and China. As such, they are able to help
their customers save on taxes while reducing the total delivery time. For instance, Sky
One would help customers repackage their goods to reduce their overall tax liability.
With an increasing trend of tax hikes in China, we feel that this knowledge would
serve Sky One well in differentiating themselves from the other players, thus
garnering a larger market share in the years to come.

Electronic management system. The company invested in an electronic
management system earlier this year to improve its operational efficiency. The
purpose of which was to minimise human errors and cut overall manpower. The EMS
is capable of tracking goods online, monitoring couriers, processing sales information,
producing electronic customs reports as well as carry out trucking and warehouse
inventory management. We believe investments in technology as such, are critical for
the future growth of the Sky One, in terms of boosting overall operating efficiency as
well as its bottom-line.

Prospective expansion. To capture a bigger slice of the HK$2.4bn-a-year Hong
Kong-China logistics market, Sky One plans to penetrate Chinese coastal cities that
have tax clearance centres in its next wave of expansion. It is also actively looking
into developing business in Japan, Singapore, Taiwan, South Korea, Thailand and
Vietnam etc.

Strengths

e Decent market share in the Hong Kong-China express
services industry

e Large base of customers from different industries

e Not reliant on any one customer

e Licensed to use ECCCs

Weaknesses

e Subject to potential delays at ECCCs
o Fleet of vehicles very small, exposing Sky One to rising sub-
contractor costs

Source: Company, CIMB-GK Research
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Opportunities

e China’s economic boom and logistics boom

e Increasing trend of outsourcing

e Potential acquisition of Jet to provide a foothold in China and
Taiwan

e Expansion into new territories

Threats

Uncertainties caused by M&A plans

Rising competition from domestics and international players
More direct avenues into China

Inflation and rising costs



Risks

Delivery delays. The company is exposed to risks of a hold-up at customs clearance
centres, which may result in a delay in the delivery of goods to the required
designations. This would subject the company to lower margins as it typically gives
10-20% discounts to customers affected.

More direct avenues into China. The bulk of Sky One’s business arises from Hong
Kong's direct access to China. However, the number of direct avenues between
China and other overseas centres has been on the rise as China continues to
increase its exposure to more international trade. Hong Kong might lose part of its
exclusivity as a direct gateway to China in the future, affecting companies like Sky
One, which are predominantly involved in the Hong Kong-China logistics business.

Possible integration problems. Sky One earlier announced a letter of intent to
acquire 50.1% of Jet. Though Jet is financially healthy with more than 20 years of
history in China’s logistics industry, problems might arise on integration. However, if
successful and seamless, we believe the acquisition would support Sky One’s break
into the Greater China market in the long run.

Outsourcing services to sub-contractors. The company outsources some of its
trucking needs to third-party sub-contractors. As there are no pricing agreements with
the parties, a rise in sub-contractor costs may affect its operating margins.

Inflation and rising energy prices. Rising inflation in Hong Kong and China has led
to higher labour costs for companies. Escalating oil prices have not helped. As such,
Sky One might be subject to higher operational and transportation costs, affecting its
margins and overall business profitability.
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Financials

Sales have grown steadily since FY06. For FY09, we forecast revenue growth of
11%; for FY08-11, we have a revenue CAGR forecast of 10.2%. We assume that Sky
One will continue to benefit from China’s steady economic growth and companies’
increasing tendency to outsource their logistics needs to third-party providers. Sky
One has competitive advantage over the larger operators like DHL and UPS in
delivering goods to China from Hong Kong faster, on account of its quick access via
ECCCs.

Figure 7: Sales breakdown
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Source: CIMB-GK Research, Company

COGS structure and growth. COGS is primarily made up of customs declaration
and handling costs (55%) and transportation costs (45%). Only 0.3% is attributable to
the cost of packing materials. Such costs are variable, depending on the volume of
goods transported. We have assumed that COGS over revenue remains at about
57% (FY08: 56.1%). This translates to an overall COGS yoy growth of 10-13% for the
next three years, which is below FY08's 16% on account of cost efficiencies as the
company gains in size.

Figure 8: COGS yoy growth (%) to taper off as cost efficiencies improve
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Source: CIMB-GK Research, Company

Healthy margins in general. Gross margins are expected to remain at about 42-43%
as COGS is directly proportional to growth in sales volume. But we expect net
margins to decline to 11.5-13.8% on potentially higher distribution and selling
expenses and marketing expenses incurred during Sky One’s expansionary phase.
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Figure 9: Gross and net margin remains healthy
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Dip in ROE. ROE fell by 22% pts in FY08 and is expected to fall 11.4% pts in FY09
as Sky One enlarged its equity base to raise funds for its business in the last quarter
of FY08 via the reverse takeover. We expect ROE to stabilise at 21-28% in the next
three years as the company grows in size and strength, with a larger market stake
and revenue.

Figure 10: ROE (%)
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Valuation and recommendation

Initiate coverage with BUY recommendation and target price of $$0.12, based on 7x
CY09 P/E. This multiple is within the historical P/E band of small-cap comparables. We

have a similar target for Cougar Logistics, another smallish logistics company under
coverage.

A potential share-price catalyst would be the successful acquisition of Jet in the current
financial year, which would enhance Sky One’s ability to tap the China market, and
perhaps the lucrative Taiwanese market in the medium term. Given the 26% potential
upside, we initiate coverage with a BUY.

Figure 11: Sector comparisons

18-Aug Target Core PIE P/BV ROE Dividend
Bloomber Price Mkt.cap  Price Upside (x) (x) (%) yield (%)
ticker Recom. (S9) (S$ m) (S9) (%) CY2007 CY2007 CY2007 CY2007
Sky One Holdings SKYO SP B 0.09 219 0.12 26.0 5.2 2.0 67 0.0
Cougar Logistics CLCSP S 0.31 35.2 0.31 0 9.6 2.0 133* 57.0
CWT CWT SP N/A 0.64 367.6 N/A N/A 9.5 1.8 203 29
Eng Kong ENGK SP N/A 0.18 43.1 N/A N/A 6.1 0.9 12.7 35
Freight Links FLE SP N/A 0.06 126.2 N/A N/A 78 1.1 16.2 4.2
Poh Tiong Choon PTC SP N/A 0.205 442 N/A N/A 6.3 1.1 174 13.5
Simple average 74 1.5 33.3 111

B =Buy, N = Neutral, S = Sell, N/A = Stock not under CIMB-GK Research coverage, nm = Not meaningful

Source: Bloomberg, CIMB-GK Research

* The high ROE is due to a major cash distribution exercise and the distribution of special dividends in CY07.
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Technical analysis

The stock has broke out of its consolidation triangle, albeit on very low volume. Resistance
levels are now at S$0.105, followed by S$0.155. Whilst support levels are at S$0.085 and
S$0.06. Currently, the indicators are also starting to turn downwards. Since the breakout was
on low volume, it is likely a false break.

Figure 12: Technical chart
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Board of directors

Figure 12: Management

Teo Chew Seng @ Peter Chang

Chairman and Non-Executive
Director

Mr Chang was appointed Chairman and Non-Executive Director on 28 Jan
08. He started his career in 1974 as a Chartering Manager with Pacific
International Lines (Pte) Ltd, and rose through the ranks to become the
current Deputy Chairman in charge of overall ship management. He also
holds directorships in a number of companies. Mr Chang obtained his
certificate in ship management from Galbraith’s, London in 1971.

Dicky Suen Yiu Chung
Chief Executive Officer and
Executive Director

Mr Suen was appointed Chief Executive Officer and Executive Director on
28 Jan 08. He is also the Chairman of the Executive Committee and a
member of the Remuneration Committee. He has 20 years of experience in
the logistics industry. Mr Suen started as an operations staff of Rockwood
International Freight Ltd from 1986 to 1988, and set up Far East
Transportation Company (now de-registered) as a sole proprietor between
1988 and 1989. He became an operations supervisor with China Jet
International Courier Limited from 1990 to 1992. From 1996 to 1999, he was
appointed General Manager of Unishine International Express Co. Ltd.
Together with Mr Lau Hon Kit, Mr Suen established Sky One in 1999. He
also holds the position of Director in other companies in Hong Kong.

Lau Hon Kit
Chief Operations Officer and
Executive Director

Mr Lau was appointed Chief Operations Officer and Executive Director on 28
Jan 08. He has about 20 years of experience in the logistics industry. Mr Lau
was an operations department staff of China Jet International Courier Limited
from 1992 to 1995, and Operations Manager of Unishine International
Express Co. Ltd from 1995 to 1999. Together with Mr Dicky Suen, Mr Lau
established Sky One’s business in 1999.

Kung Seah Lim
Independent Director

Mr Kung is the Chairman of the Audit Committee and a member of the
Remuneration Committee. He started his career as an audit assistant with
Chua Swee Ming & Co from 1978 to 1982. He has been the sole proprietor
of Kung Seah Lim & Co. since 1988 and is a member of the Chartered
Association of Certified Accountants. He obtained his Bachelor in Commerce
in 1978 from the Nanyang University.

Wong Shun Cheong
Independent Director

Mr Wong is the Chairman of the Nominating Committee and a member of
the Remuneration Committee. Mr Wong is presently an accountant with
Dynamic Dragons & Co., a certified Public Accountants firm which provides
audit and consultancy services to customers in Hong Kong and China. From
1995 to 2006, he was also a director of Fabricators International Ltd, a
private limited company incorporated in Hong Kong. Mr Wong has a Higher
Diploma in Accountancy from the Hong Kong Polytechnic. He is also a
member of the Chartered Institute of Management Accountants and the
Hong Kong Institute of Certified Public Accountants since 1995.

Lim Chee San
Independent Director

Mr Lim is the Chairman of the Remuneration Committee and a member of
the Audit Committee. Mr Lim is a founding partner of the law firm, Tan Lim
Partnership and a director of HupSteel Limited, a company listed on the
main board of the SGX. Mr Lim has been a member of the Chartered
Association of Certified Accountants since 1982 and a member of the
Institute of Certified Public Accountants of Singapore since 1989. He is also
a chartered information technology practitioner of the British Computer
Society. Mr Lim obtained his LL.B (Hons) from the University of London in
1992, and was admitted to the Singapore Bar in 2004.

Source: Company
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Financial Tables

PROFIT & LOSS (HK$ m, FYE Mar) 2007 2008 2009F 2010F 2011F
Revenue 105.7 125.2 139.0 152.9 167.8
Operating expenses (83.2) (98.6) (110.9) (122.2) (134.6)
EBITDA 226 26.6 281 30.6 33.2
Depreciation & amortisation (1.2) (2.5) (2.6) (2.2) (2.1)
EBIT 213 24.0 255 284 311
Net interest & invt income (0.1) 0.1) (0.1) 0.1) 0.1)
Associates' contribution - - - - -
Exceptional items - - - - -
Pretax profit 21.2 24.0 25.5 28.4 31.0
Tax (3.7 (5.1) (4.5) (5.0 (5.4)
Minority interests - - - - -
Net profit 17.5 18.9 21.0 234 25.6
Wt. shares (m) 180.0 190.5 2432 2432 2432
Shares at year-end (m) 180.0 243.2 2432 2432 2432
BALANCE SHEET (HK$ m, as at Mar) 2007 2008 2009F 2010F 2011F
Fixed assets 8.7 10.2 8.1 6.6 53
Intangible assets 225 225 225 225
Other long-term assets - - - - -
Total non-current assets 8.7 32.7 30.6 29.0 27.8
Cash and equivalents 6.9 5.6 12.3 311 56.2
Stocks - - - - -
Trade debtors 18.4 36.3 417 458 50.3
Other current assets 10.0 1.3 15.6 174 15.8
Total current assets 35.3 53.2 69.6 944 122.3
Trade creditors 27 6.4 55 55 5.5
Short-term borrowings - - - - -
Other current liabilities 1.3 138 1.9 11.8 12.8
Total current liabilities 14.0 20.3 17.4 17.3 18.3
Long-term borrowings - 0.3 0.3 0.3 0.3
Other long-term liabilities 01 0.4 0.4 04 04
Total long-term liabilities 0.1 0.7 0.7 0.7 0.7
Shareholders' funds 29.9 64.9 821 105.5 1311
Minority interests - - - - -
NTA/share (S$) 0.03 0.03 0.05 0.06 0.08
CASH FLOW (S$ m, FYE Mar) 2007 2008 2009F 2010F 2011F
Pretax profit 212 24.0 255 284 31.0
Depreciation & non-cash adjustments 1.3 2.6 2.7 2.3 22
Working capital changes (2.0) (20.8) (13.8) (6.6) (2.3)
Cash tax paid - (6.5) (5.1) (4.5) (5.0)
Others 0.1) 0.1) (0.1) 0.1) 0.1)
Cash flow from operations 20.4 (0.8) 9.2 19.5 25.9
Capex (0.3) (3.9 (0.6) (0.7) (0.8)
Net investments & sale of FA 0.3 0.1 - - -
Others (4.1) 0.0 - - -
Cash flow from investing (4.1) (3.9) (0.6) (0.7) (0.8)
Debt raised/(repaid) (3.4) 0.2) - - -
Equity raised/(repaid) - - - - -
Dividends paid (15.3) - (1.9 - -
Cash interest & others (0.1) 0.5 - - -
Cash flow from financing (18.8) 0.3 (1.9) - -
Change in cash (2.5) (4.3) 6.7 18.8 251
Change in net cash/(debt) 0.9 (4.1) 6.7 18.8 251
Ending net cash/(debt) 9.7 5.6 12.3 3141 56.2
KEY RATIOS (FYE Mar) 2007 2008 2009F 2010F 2011F
Revenue growth (%) 452 18.4 11.0 10.0 9.8
EBITDA growth (%) 11.8 18.0 58 8.9 8.3
Pretax margins (%) 201 19.2 18.3 18.6 18.5
Net profit margins (%) 16.5 151 15.1 156.3 15.3
Interest cover (x) 184.0 422.8 348.3 388.0 4245
Effective tax rates (%) 17.7 211 175 17.5 17.5
Net dividend payout (%) - 10.0 - - -
Debtors turnover (days) 49.9 79.7 102.4 104.5 104.6
Stock turnover (days) 5.2 4.4 - - -
Creditors turnover (days) 8.6 13.4 15.7 13.2 12.0
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nor any of its affiliates nor its related persons 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. It is intended for circulation amongst CIMB and its affiliates’ 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 thereof.

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.

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB-GK Research Pte. Ltd. (‘CIMB-GK”) and CIMB-GK notifies each
recipient and each recipient acknowledges that CIMB-GK is exempt from the requirement to hold an Australian financial services licence under the Corporations Act
2001 (Cwilth) in respect of financial services provided to the recipient. CIMB-GK is regulated by the Monetary Authority of Singapore under the laws of Singapore, which
differ from Australian laws. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001 (Cwith))
and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. This research has been prepared without
taking into account the objectives, financial situation or needs of the individual recipient.

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.

Hong Kong: This report is issued and distributed in Hong Kong by CIMB-GK Securities (HK) Limited (‘CGHK”) which is licensed in Hong Kong by the Securities and
Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) activities. Any investors wishing to
purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB-GK Securities (HK) 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 Services Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CGHK 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 CGHK. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) 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 CGHK. Unless permitted to do so by the securities laws of Hong
Kong, no person may issue or have in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating
to the securities covered in this report, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to
do so under the securities laws of Hong Kong).

Indonesia: This report is issued and distributed by PT CIMB-GK Securities Indonesia (“CIMB-GKI"). 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 Services Authority apply to a
recipient, our obligations owed to such recipient therein are unaffected. CIMB-GKI 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 CIMB-GKI. This publication is being supplied to you strictly on the basis that it will
remain confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) 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 CIMB-GKI. Neither this report nor any copy hereof may
be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesia residents except in compliance with applicable Indonesian capital
market laws and regulations.

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”). 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 Services Authority apply to a recipient,
our obligations owed to such recipient therein are unaffected. CIMB 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 CIMB. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) 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 CIMB.

New Zealand: In New Zealand, this report is for distribution only to persons whose principal business is the investment of money or who, in the course of, and for the
purposes of their business, habitually invest money pursuant to Section 3(2)(a)(ii) of the Securities Act 1978.

Singapore: This report is issued and distributed by CIMB-GK Research Pte Ltd (“CIMB-GKR”). Recipients of this report are to contact CIMB-GKR in Singapore in
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respect of any matters arising from, or in connection with, this report. 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 Services Authority apply to a recipient, our obligations owed to
such recipient therein are unaffected. CIMB-GKR 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 the recipient of this research report is not an accredited investor, expert investor or institutional
investor, CIMB-GKR accepts legal responsibility for the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. This
publication is being supplied to you strictly on the basis that it will remain confidential. No part of this material 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 CIMB-GKR.

As of 18 August 2008 CIMB-GK Research Pte Ltd does not have a proprietary position in the recommended securities in this report.

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.

Taiwan: This research report is not an offer or marketing of foreign securities in Taiwan. The securities as referred to in this research report have not been and will not
be registered with the Financial Supervisory Commission of the Republic of China pursuant to relevant securities laws and regulations and may not be offered or sold
within the Republic of China through a public offering or in circumstances which constitutes an offer within the meaning of the Securities and Exchange Law of the
Republic of China that requires a registration or approval of the Financial Supervisory Commission of the Republic of China.

Thailand: This report is issued and distributed by CIMB-GK Securities (Thailand) Ltd (“CIMB-GKT"). 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 Services Authority apply to a
recipient, our obligations owed to such recipient therein are unaffected. CIMB-GKT 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 CIMB-GKT. This publication is being supplied to you strictly on the basis that it will
remain confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) 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 CIMB-GKT.

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: This report is being distributed by CIMB-GK Securities (UK) Limited only to, and is directed at selected persons on the basis that those persons are
(a) persons falling within Article 19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (the “Order”) who have professional experience in
investments of this type or (b) high net worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order, (all
such persons together being referred to as “relevant persons”). A high net worth entity includes a body corporate which has (or is a member of a group which has) a
called-up share capital or net assets of not less than (a) if it has (or is a subsidiary of an undertaking which has) more than 20 members, £500,000, (b) otherwise, £5
million, the trustee of a high value trust or an unincorporated association or partnership with assets of no less than £5 million. Directors, officers and employees of such
entities are also included provided their responsibilities regarding those entities involve engaging in investment activity. Persons who do not have professional
experience relating to investments should not rely on this document.

United States: This research report is distributed in the United States of America by CIMB-GK Securities (USA) Inc, a U.S.-registered broker-dealer and a related
company of CIMB-GK Research Pte Ltd solely to persons who qualify as "Major 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 and investment professionals 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 an Institutional Investor must not
rely on this communication. However, the delivery of this research report to any person in the United States of America shall not be deemed a recommendation to effect
any transactions in the securities discussed herein or an endorsement of any opinion expressed herein. For further information or to place an order in any of the above-
mentioned securities please contact a registered representative of CIMB-GK Securities (USA) Inc.

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.

CIMB-GK Research is a participant in the SGX-MAS Research Incentive Scheme and receives a compensation of S$7,500 per stock per annum covered under the
Scheme.

RETAIL RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS SECTOR RECOMMENDATIONS
BUY: The stock's total return is expected to be +15% or better over the next OVERWEIGHT: The industry, as defined by the analyst's coverage universe,
three months. has a high number of stocks that are expected to have total returns of +15% or
better over the next three months.
HOLD: The stock's total return is expected to range between +15% and -15% NEUTRAL: The industry, as defined by the analyst's coverage universe, has
over the next three months. either (i) an equal number of stocks that are expected to have total returns of

+15% (or better) or -15% (or worse), or (ii) stocks that are predominantly
expected to have total returns that will range from +15% to -15%; both over the
next three months.

SELL: The stock's total return is expected to be -15% or worse over the next UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,
three months. has a high number of stocks that are expected to have total returns of -15% or
worse over the next three months.

CIMB-GK Research Pte Ltd (Co. Reg. No. 198701620M)
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