Best World International Ltd

The Great Bounce Back

SINGAPORE | CONSUMER | NON-RATED NOTE

Best World International Ltd released their FY15 results after market closed on 25 Feb-16.
We attended the Group’s results briefing on 26" Feb-16 and these are the key takeaways.

FY15 earnings caught up with its pre-Global Financial Crisis level at S$10 mn, which is more
than twofold compared to FY14. The encouraging performance was mainly due to higher
sales, as well as sales mix shift, which lifted its gross margin.

We are Positive on the continual growth in its key markets, particularly in Taiwan and
China. The Group is also constantly looking out for opportunities to grow its presence
organically and inorganically.

Results at a glance
Figure 1: FY15 Performance

(SGD mn) FY15 FY14 y-y(%) Comments

Revenue 101.7 75.3 35.1% Higher sales from Taiwan, China, Indonesia and Malaysia
Gross profit 769 56.0 37.3% Better profit margin driven by higher export orders

Gross margin 75.6% 74.4%

Profit before tax 17.0 5.7 200.6%

PATMI 10.1 4.1 149.2%

Source: Company, PSR

Analyst briefing key takeaways
Grow sales force, expand customer base, increase platform, and push out new products
to promote sales and stimulate demand.

Demand remains flat as misconception of direct selling persist. Singaporeans still
favour e-commerce and physical store compared to direct sales. In 1H16, the Group
intends to implement more trainings, marketing events, online strategies and launch

Direct selling license application is in progress. The management shared that over the
past one year, the Chinese authorities has approved about 20 new licenses for direct
selling, which is an encourage sign. While awaiting for good news, the Group is
leveraging on its agents’ strength to build brand awareness and customer base. These

On the other hand, its manufacturing/wholesale segment has an extensive distribution
network. According to the management, its products (from the Chinese manufacturing
facilities only) are sold to Chinese wholesalers in 29 provinces and more than 10,000
drug stores. New products, pending registration with the China Food and Drug

a. Singapore
new products.

b. China
agents also form its prospective sales force to kick start its direct sales business.
Administration, is expected to be launched in 2Q16.

c. Indonesia

Introduction of the new compensation plan in FY14 has seen positive result in FY15.
The Group intends to roll out more marketing campaigns and activities to promote
sales and membership growth.
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SGD MN FY 12 FY13 FY 14 FY 15
Revenue 48 41 75 102
EBITDA 5 1 7 20
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PER, x (adj.) 9.9 29.3 29 07
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Taiwan

Opened the third Regional Centre (RC) in Kaohsiung in Jan-16 to reach out to new
members in the southern part of the market. The new RC complements the Group’s
existing RC network in Taipei and Taichung.

Philippines

Continuous stiff market competition and recent burgeoning investment scams in
Philippines has not only caused staff movements but also gave direct selling a bad
name. New management will be introduced in FY16 to bring in fresh ideas to revitalise
the market in conjunction with more trainings and introduction of new products.

Other markets

Contribution from Thailand, Hong Kong, Vietnam and Myanmar continue to shrunk,
offsetting improvement from Malaysia and Korea.

In Jan-16, the Group has signed a joint venture agreement with a local Dubai partner.
The building of its Dubai Regional Centre aims to serve the Gulf Cooperation Council
(including Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates),
and will eventually serve as a launch pad for the Group to springboard to other nearby
markets such as India and Europe markets in the next three to five years.

Figure 2: Revenue by Segment

Revenue by Segment

(SGD mn) 4Q15 3Q15 %q-9 4Q14  %y-y FY15 FY14 %Y-y

Direct Selling 34.2 21.0 62.7% 20.1 70.2% 80.5 60.3 33.7%
Export 4.8 4.0 20.9% 34 40.2% 144 7.9 81.9%
Manufacturing/ Wholesale 1.9 1.2 62.6% 1.4 34.5% 6.7 7.1 -5.3%

Source: Company, PSR

FY15 Revenue by Segment FY14 Revenue by Segment

Manufacturing/ Wholesale Manufacturing/ Wholesale

7% 9%

Export Export
14% 11%

Direct Selling Direct Selling
79% 80%

Figure 3: Revenue by Geography

Revenue by Geography

(SGD mn) 4Q15 3Q15 %q-q 4Ql4 %Y-y FY15 FY14 %Y-y

Singapore 1.7 1.8 -1.8% 25 -31.5% 7.4 88 -16.1%
China 6.5 4.8 35.5% 4.4 48.9% 19.8 13.0 52.3%
Indonesia 2.9 2.4 22.4% 0.5 466.9% 6.5 29 124.7%
Taiwan 27.6 141 95.1% 11.2 146.2% 56.4 227 1483%
Philippines 0.2 0.5 -55.8% 3.7 -937% 2.8 18.5 -84.6%
Others 2.0 32 -37.5% 2.7 -27.5% 8.7 9.4 -6.7%

Source: Company, PSR

Page | 2 | PHILLIP SECURITIES RESEARCH (SINGAPORE)




B

FY15 Revenue by Geography
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Figure 4: Membership and Lifestyle Centres Growth
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Investment Actions

No stock rating or price target provided, as we do not have coverage on Best World

International Limited.

FY14 Revenue by Geography
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to
supply any corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; 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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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