UOBKayHian

your trusted financial partner

MARKET NEWS

US stocks were lower on Thursday, as the losses in the materials, utilities and real estate
sectors led shares lower. At the close of the NYSE, the DJIA fell 0.51% while the S&P
500 index was down by 0.62%, and the NASDAQ Composite index slid 0.63%. Falling
stocks outnumbered advancing ones on the NYSE by 2,405 to 486 and 82 ended
unchanged; on the Nasdaq Stock Exchange, 3,171 declined and 1,116 advanced, while
172 ended unchanged. (Source: WSJ, Bloomberg)

During the last trading session, the FSSTI index rose 25.82pt to 3,218.69. Among the top
active stocks were Seatrium (-0.8%), Genting Singapore (+1.2%), Thai Beverage
(+0.9%), Frencken (+0.9%) and UMS (+2.3%). The FTSE ST Mid Cap index rose 0.7%
while the FTSE ST Small Cap Index was up 1.3%. The broader market saw 385 gainers
and 227 losers with total trading value of S$1.00b.

WHAT’S IN THE PACK
Singapore Small/Mid Cap Singapore Technical Analysis:

Highlights: Frencken Group (FRKN SP) -
ISOTeam - Niche contractor with Trading BUY

earnings turnaround and Price broke out from a pennant
beneficiary of Singapore continuation pattern two days ago,
election. suggesting a strong bullish upward

momentum. The conversion and base

lines remain in a bullish crossover...
ISOTeam is a leading contractor of

maintenance works in Singapore with a

turnaround in net profit in FY23 of Singapore Tech Engineering
S$1.4m, after three years of losses. It (STE SP) - Trading BUY

achieved a record orderbook of S$194m

in FY23 and ... Price rebounded after being supported by

the thick cloud support, keeping the
uptrend intact. There is a bullish
conversion and base lines crossover that
hint at possible upside ahead...
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KEY INDICES
Prev Close 1M %
DJIA 33631.1 (2.9)
S&P 500 4349.6 (2.5)
FTSE 100 7644.8 1.6
AS30 72874 (0.8)
CSI 300 3702.4 0.9
FSSTI 3218.7 (0.0
HSCEI 6267.3 0.5
HSI 18238.2 13
JCI 6935.2 (0.0
KLCI 14438 0.7)
KOSPI 2479.8 (2.2)
Nikkei 225 32494.7 (0.6)
SET 1450.8 (5.5)
TWSE 16825.9 15
BDI 1935 50.0
CPO (RM/mt) 3562 (3.8)
Brent Crude 86 (6.6)
(US$/bbl)
Source: Bloomberg
TOP TRADING TURNOVER
Company Price  Chg
(S8) (%)
DBS Group Holdings 3400 08
Oversea-Chinese Banking
Corp 1308 0.6
United Overseas Bank 28.69 0.7
Seatrium 0.13 (0.8)
CapitaLand Ascendas REIT 273 15
TOP GAINERS
Company Price  Chg
(S8) (%)
Digital Core REIT Management  0.55 6.8
AEM Holdings 368 6.4
Top Glove Corp 022 48
Sri Trang Agro-Industry 057 36
Yanlord Land Group 064 32
TOP LOSERS
Company Price  Chg
(S8) (%)
Hutchison Port Holdings Trust ~ 0.23  (2.2)
Thomson Medical Group 0.06 (1.8)
PropNex 086 (1.7)
Wilmar International 3.68 (1.3
Lendlease Global Commercial  0.52  (1.0)

*ADT: Average daily turnover
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TRADERS’ CORNER

Frencken (E28) 12/10/2023* C=117  V=8.11M ChartNexus.com Frencken Group (FRKN SP)
Ichimoku Kinko Hyo (9, 26, 52, 26) 1.115 1.092 0.934 0.938 ; Trading Buy Range: §$1.12-1.13

Last price: S$1.17

Target price: $$1.29

Protective stop: $$1.08

Price broke out from a pennant continuation
pattern two days ago, suggesting a strong bullish
upward momentum. The conversion and base
lines remain in a bullish crossover. The MACD is
bullish and there is a bullish crossover. We are
likely to see price moving higher.

The potential upside target is S$$1.29. Stop-loss
could be placed at S$1.08.

Approximate timeframe on average: 1-2 weeks
(initiate this trade idea if the stock hits the entry
price range within three trading days)

3 10 17 24 31 7 14 21 284 11 18 25 2 9 16 23 30 Our institutional research has a fundamental BUY
Jul ‘23 Aua Sep Oct Nov and target price of S$1.23.

ST Engineering (S63) 12/10/2023* C=398  V=8.69M ChartNexus_com Singapore Tech Engineering
' (STE SP)

Trading Buy Range: $$3.86-3.88

Last price: S$3.98

Target price: S$4.17

Protective stop: S$3.77

Price rebounded after being supported by the
thick cloud support, keeping the uptrend intact.
There is a bullish conversion and base lines
crossover that hints at possible upside ahead.
The MACD is bullish and there is a bullish
crossover. These could increase chances of the
stock price moving higher.

The potential upside target is S$4.17. Stop-loss
could be placed at S$3.77.

Approximate timeframe on average: 1-2 weeks
(initiate this trade idea if the stock hits the entry

3 10 17 24 31 7 14 21 28 4 1 18 25 2 9 16 23 30 price range within three trading days)

Jul '23 Aua Sep Oct Nov

Our institutional research has a fundamental BUY
and target price of S$4.20.

ANALYST

Wong Shueh Ting, CFTe
+65 6590 6616
shuehting@uobkayhian.com
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FROM THE REGIONAL MORNING NOTES...
ISOTeam (ISO SP)

Niche Contractor With Earnings Turnaround And Beneficiary Of Singapore Election

ISOTeam is a leading contractor of maintenance works in Singapore with a
turnaround in net profit in FY23 of S$$1.4m, after three years of losses. It achieved a
record orderbook of S$194m in FY23 and we expect this to grow from more
government contracts for maintenance works, ahead of the upcoming election.
ISOTeam’s resumption of dividend could provide about 6.2% yield for FY25. It is
trading at 7x FY24F and 5x FY25F PE, based on Bloomberg consensus estimate.

WHAT’S NEW

Established building maintenance and estate upgrading player with multi-disciplinary
capabilities. ISOTeam is a major construction player in Singapore with two decades of
experience in its main business areas of repairs & redecoration (R&R) and addition &
alteration (A&A) services. Till date, ISOTeam has undertaken more than 800 refurbishment
projects for over 7,200 buildings. ISOTeam offers other services through its subsidiaries,
ranging from coating & painting (C&P), mechanical & electrical works (M&E) to interior
designing (ID). ISOTeam has introduced eco-conscious solutions for building and estate
upgrading projects ahead of competitors with capabilities in green roofing, cool painting and
solar panelling. It has also recently ventured into the usage of Al for drone painting and
inspection to improve productivity, safety and reduce manpower costs.

Recurring nature of business to provide a constant stream of revenue. Many projects
undertaken by ISOTeam are driven by legislation which provides a recurring demand. These
include a five-year R&R project cycle for all HDB blocks, the Neighbourhood Renewal
Programme every 12 to 15 years, Building and Construction Authority checks every seven
years and the ongoing upgrading of hawker centres and parks. Currently, 85% of ISOTeam’s
revenues come from recurring governmental businesses. It is confident of a steady demand
for its services with an influx of new projects by regulatory bodies focusing on eco-conscious
elements in R&R and A&A projects where ISOTeam has an edge in.

Strong orderbook priced at better margins provide good earnings visibility and higher
margins. ISOTeam’s latest orderbook of S$194m as of 3 Aug 23 is at a 10-year record high
and will be progressively delivered by FY26. We understand that these orders are priced at
better gross margins that are around pre-COVID-19 level of 15-20%, relative to legacy
contracts with gross margin of around 10%, as the drag from low-margin legacy contracts
during the pandemic have been fully delivered. ISOTeam is back to profitability after three
years of losses with FY23 net profit at S$1.3m and is also witnessing strong contract win
momentum with S$153.4m new jobs secured in a year as of Aug 23. ISOTeam is positive
that the upcoming General Election by FY25 will keep the number of new projects high. In
addition, its recent rights issue raised $$10.3m could help it tender for more new projects

KEY FINANCIALS

Year to 30 Jun (S$m) 2019 2020 2021 2022 2023
Net turnover 136.6 91.7 99.0 96.5 110.4
EBITDA 13.0 (14.5) (9.5) (8.3) 6.5
Operating profit 8.4 (19.8) (15.0) (13.1) 2.8
Net profit (rep./act.) 6.8 (19.6) (14.5) (13.2) 1.4
Net profit (adj.) 6.8 (19.6) (14.5) (13.2) 1.4
EPS (S cents) 24 (6.5) (4.2) (3.8) 0.4
PE (x) 1.8 n.a. n.a. n.a. 10.4
P/B (x) 0.2 0.3 0.4 0.6 0.6
EV/EBITDA (x) 3.0 n.a. n.a. n.a. 8.0
Dividend yield (%) 9.5 0.0 0.0 0.0 0.0
Net margin (%) 4.9 (21.3) (14.7) (13.7) 1.3
Net debt/(cash) to equity (%) 45.3 58.2 92.3 107.4 145.5
Interest cover (x) 7.2 (10.8) (10.0) (7.6) 1.2
ROE (%) 11.8 (39.6) (42.0) (53.8) 5.4

Source: 1ISOTeam, Bloomberg, UOB Kay Hian
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¢ Resumption of dividend payout offers 6.2% FY25 yield and attractive PE multiple
valuation. Pre-pandemic, ISOTeam had been consistently paying out dividends for seven
years at a payout ratio of at least 20%. The last dividend paid out was in 2019 at $$0.0042
per share. In the latest dividend policy announcement, ISOTeam has raised its dividend
payout ratio to at least 25% for FY24 and at least 30% for FY25. Based on ISOTeam’s
targeted payout ratio of 30%, FY25 dividend vyield according to Bloomberg consensus
estimates of S$6m earnings would equate to a $$0.0026 dividend per share, or a yield of
around 6.2% based on a share price of S$0.042. ISOTeam is currently trading at 7x FY24F

and 5x FY25F PE, based on Bloomberg consensus estimate.

HISTORICAL REVENUE, NET PROFIT AND GROSS MARGINS

REVENUE BREAKDOWN BY SEGMENT: FY20-23

— Revenie N\t proft == 31033 profit margin

120 FY23 revenue:

FY21 revenue:

104

r

FY20 revenue:

F A0k

F 0%

r-10%

3 26 5 L

A2 vl N2 [RPA]

100 |

$91.7m

$99.0m

FY22 revenue:

$110.4m

80 1

60 -

40 |

2 |

0 : :
FY20 FY21

mRER mASA wC&P mOthers

$99.9m I
FY22 FY23

Source: ISOTeam, UOB Kay Hian
HISTORICAL ORDERBOOK VALUE AND NEW PROJECTS SECURED

Source: ISOTeam, UOB Kay Hian

HIGHER PROJECT WINS DURING ELECTION YEAR
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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 also 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.




UOBK&YHian SINGAPORE

‘ your trusted financial partner

Friday, 13 October 2023

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

(ii) 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
Kingdom

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning
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
States of
America
(U.8.)

This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.
laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in
the report should contact UOB Kay Hian (US) Inc. directly.
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