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COMPANY UPDATE

Sembcorp Industries (SCI SP)
Setting A Solid Foundation For Growth From Now Till 2028

SCI had a busy two months following its Investor Day on 6 Nov 23, announcing over
1GW in renewables deals. These were well spread out across Singapore, China, India
and Vietnam with most of the new projects focused on wind. As at end-23, the company
had 13GW of gross installed and under-development capacity, which places SCI in a
good position to attain its target of 25GW by 2028. Maintain BUY. Target price: $$7.20.

WHAT’S NEW

¢ Quickly out of the starting blocks. Since its Investor Day on 6 Nov 23, Sembcorp
Industries (SCI) has announced 753MW of acquisitions and/or tender wins in the renewables
space (see table below). Thus, as at end-23, the company had 13GW of gross renewables
capacity which we believe places it in a strong position to attain its target of 25GW by 2028.
With the completion of its three acquisitions in China, India and Vietnam expected to happen
by end-1H24, we expect positive EPS revision momentum for SCI over the next 3-6 months.

ANNOUNCED OVER 1GW IN RENEWABLES DEALS OVER NOV-DEC 23

Date Country  Capacity (MW) Long-term PPA  Type

10Nov23  Vietnam 245 Yes S$218m in equity consideration for between 73-
100% of various Gelex subsidiaries (comprising
138MW wind, 58MW solar, 49MW hydroelectric)

27 Nov 23 China 200 S$130m in equity consideration for 100% of Qinzhou
Yuanneng Wind Power Co

27 Nov 23 India 228 Yes S$70m for 100% of two special purpose vehicles
with wind assets

12 Dec 23  Singapore 80* Yes Won tender to solarize 60ha of interim vacant land
and rooftops of five buildings on Jurong Island

14 Dec 23 India 300 Yes Awarded 300MW solar project; start-up in 2026

Note: *translates to 117 megawatts peak

Source: SCI

o We expect more solar exposure in the next 12-24 months. As can be seen in the table
above, wind constitutes approximately 54% of its newly-announced capacity additions.
However, given SCI's previously stated desire to balance out its portfolio to add more solar
relative to wind, we should expect more solar acquisitions over the next 12-24 months. As at
end-1H23, SCI's wind:solar ratio within its renewables portfolio was 53:39 (the remaining 8%
being energy storage).

KEY FINANCIALS

Year to 31 Dec (S$m) 2021 2022 2023F 2024F 2025F
Net turnover 7,795 7,825 7,350 7,609 7,840
EBITDA 1,127 1,185 1,636 1,549 1,495
Operating profit 670 728 1,169 1,072 1,008
Net profit (rep./act.) 279 704 988 989 1,035
Net profit (adj.) 279 704 988 989 1,035
EPS (S$ cent) 15.4 38.6 53.1 53.1 55.5
PE (x) 34.6 13.8 10.1 10.1 9.6
P/B (x) 26 24 2.1 1.8 1.6
EV/EBITDA (x) 11.1 10.5 7.6 8.1 8.4
Dividend yield (%) 0.9 22 3.1 3.1 3.2
Net margin (%) 3.6 9.0 13.4 13.0 13.2
Net debt/(cash) to equity (%) 160.5 146.2 54.6 49.9 354
Interest cover (x) 1.7 27 4.3 3.9 3.7
ROE (%) 7.9 18.2 22.8 19.6 17.9
Consensus net profit - - 932 861 885
UOBKH/Consensus (x) - - 1.06 1.15 117

Source: Sembcorp Industries, Bloomberg, UOB Kay Hian

BUY

(Maintained)

Share Price S$5.34
Target Price S$7.20
Upside +34.8%

COMPANY DESCRIPTION

The company is a Singapore-based industrial
conglomerate, with businesses encompassing
wind, solar and conventional energy, utilities,

water and waste treatment,

and industrial

parks. It divested of its stake in Semb Marine

in 3Q20.
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STOCK IMPACT

« Diversifying its geographic exposure. In addition, we highlight SCI's plans to increase its
exposure to India and Southeast Asia relative to China given that it is currently relatively
heavily weighted towards China. At end-1H23, 51% of the company’s renewables assets
were in China vs 24% in India and 14% in Southeast Asia.

¢ A recap of its renewables capacity target. At its Investor Day on 6 Nov 23, SCI upgraded
its target gross installed renewables capacity from the previous 10GW by 2023 (which it
easily achieved) to 25GW by 2028. This implies a 22% CAGR over 2023-28 which is higher
than its peers' average CAGR of 17% over the same period.

¢ Furthering its decarbonisation strategy via ammonia. In mid-Dec 23, SCI signed an
MOU with Sojitz and Kyushu Electric Power to pursue exporting green ammonia to Japan
from a potential production facility in India that will be owned and developed by SCI itself.
While this is still at an MOU stage and may not eventuate into anything in the near to
medium term, it at least shows the company’s intent and focus in its decarbonisation
strategy which is critical to its continued growth.

¢ Green shoots in Vietnam. In late-Dec 23, SCI announced that it had been awarded the
licence for a 190ha business park in Ha Tinh province in Vietnam’s North Economic Zone.
The Vietnam Singapore Industrial Park (VSIP) Ha Tinh (phase 1) is located near the Vung
Ang Son Duong port, thus giving SCI's clients easy access to the planned cargo
consolidation point and international logistics hub. In addition, SCI also disclosed that it has
received in-principle approval to develop VSIP Quang Ngai Il in Central Vietham. We
highlight that during its 1H23 analyst briefing in early-Aug 23, management stated that it
expects growth in this segment to come through due to pent-up demand in the country, and
it does not expect to reduce its targeted land sales of 500ha by 2025.

Funding of its acquisitions is not an issue, in our view. SCI has stated that funding for
its Nov 23 acquisitions will be via a mix of internal cash resources and external funding. As
at 30 Jun 23, around 71% of its gross debt of S$7.5b was at fixed rates. We highlight that
SCI has been able to keep its funding costs relatively low due to its ability to tap green loans
and sustainability financing. In the medium term, the company sees opportunities to lower its
average cost of debt (4.7% at end-1H23) through efforts in India and China. During its 1H23
results, it was notable that SCI's debt ratios had improved over the past 12 months: a) net
debt/EBITDA fell from 4.4x at end-22 to 3.3x at end-1H23, while b) its adjusted
EBITDAVinterest rose from 5.0x to 5.6x over the same period.

EARNINGS REVISION/RISK

o None.

VALUATION/RECOMMENDATION

o Maintain BUY with a target price of S$7.20 based on a target PE multiple of 13.6x. Our
target PE multiple is 1.5SD above the company's past five-year average PE of 10.1x
(excluding 2020 when the company reported impairment-related losses) and is applied to
our 2024 EPS estimate which we believe is a better reflection of the company's "normalised”
earnings compared to 2022's earnings. SCI, cognisant of its funding needs for growth, will
likely keep its dividend payout ratio at 25%.

SHARE PRICE CATALYST

¢ a) Execution of its renewables energy targets via organic and inorganic means; b) capital
recycling in its energy portfolio; ¢) rejuvenation of its urban solutions business.

PLANNED GROWTH IN RENEWABLES PORTFOLIO
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PROFIT & LOSS
Year to 31 Dec (S$m)

Net turnover
EBITDA

Deprec. & amort.
EBIT

Total other non-operating income

Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Preferred dividends

Net profit

Net profit (adj.)

CASH FLOW
Year to 31 Dec (S$m)

Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)

Capex (maintenance)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2022
7,825
1,185
457
728
162
248
(273)
865
(138)
(23)

704
704

2022
1,692
865
(64)
457
(248)
24

658
(1,385)
(1,588)
@

55

40
110
(203)
(137)
2
310

(397)
104
1,207
(79)
1,322

2023F
7,350
1,636
467
1,169
35
333
(273)
1,264
(253)
(23)

988
988

2023F
449
1,264
(56)
467
(333)
(1,111)

217
3,349
(300)

3,553
40
56
(545)
(297)
25

(273)
3,253
1,322

4,575

2024F
7,609
1,549
477
1,072
47
420
(273)
1,266
(253)
(24)

989
989

(273)
(139)
4575

4,436

2025F
7,840
1,495
487
1,008
81
508
(273)
1,324
(265)
(24)

1,035
1,035

2025F
1,285
1,324
(231)
487
(508)
@)

217
(204)
(300)

40
56
(560)
(312)
25

(273)
521
4,436

4,956

BALANCE SHEET
Year to 31 Dec (S$m)

Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)

Profitability
EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital

Debt to equity

Net debt/(cash) to equity

Interest cover (x)

2022
5,305
4,207
1,254
5,254

16,020
1,095
3,726
5974

947
3,977
239
16,020

2022

15.1
111
9.0
4.6
18.2

04
51
104.5
152.3
152.3
150.2

62.6
1777
146.2

2.7

2023F
5,098
4,488
4,507
1,588
15,681
1,095
2,636
5,974
962
4,693
262
15,681

2023F

22.3
17.2
134

6.2
22.8

(6.1)
381
462
404
404
373

58.8
150.6
54.6
43

2024F
4,881
4,937
4,369
1,646
15,833
1,095
2,031
5974
977
5410
286
15,833

2024F

20.4
16.6
13.0

6.3
19.6

35
(53)
01
01
01
00

55.4
130.7
49.9
3.9

2025F
4,654
5,470
4,890
1,699
16,712
1,095
2,121
5,974
992
6,158
310
16,712

2025F

19.1
16.9
13.2

6.4
17.9

30
(35)
46
47
47
46

52.2
114.8
354
3.7
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may alsso serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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