Cogent Holdings Ltd

Another record year of higher profit

SINGAPORE | INDUSTRIALS | RESULTS

= FY16 S$136.7mn revenue in line with our forecast of $$135.1mn
= FY16 S$32.1mn NPAT in line with our forecast of S$31.6mn

= No final dividend declared (FY15: 1.88 cents, 35% payout)

= Long-term fundamentals riding on Jurong Island projects

4Q16 was a bad quarter for the stock, as it declined 35% from its closing high of $0.89 in
September to its low of $0.58 at the end of December. However, it made a V-shaped
recovery right on the first trading day of 2017, gaining 36% year-to-date. The more
practical measure of return is that the stock is now 13.7% higher than $0.695, which was
its price at the time of our last "Buy" call in November 2016.

Results at a glance
(SGD mn) FY16

FY15 yoy (%) Comments

Revenue 136.7 129.2 4}5.8 Driven by warehousing operations at the integrated logistics
hub, container depot management services and automotive
logistics management services

EBIT 41.18 33.49 4}23.0 OpExcloselysimilarbetween FY16 and FY15, largely
attributable to the 11% yoy lower Rentals on leased
premises (FY16: $24.89mn; FY15: $28.07mn); resulting in
margin expansion to 30.1% from 25.9%

PBT 38.24 30.60 425.0 Inline with above factors

NPAT 32.08 25.47 4}26.0 Inline with above factors, net margin improved to 23.5% from

19.7%
Source: Company, Phillip Securities Research (Singapore)

Negative surprise from absence of final dividend, cash to be deployed for CapEx on
Jurong Island Chemical Logistics Facility project

The Board had decided not to propose a final divided, in view of the upcoming yet-to-be-
finalised capital expenditure (CapEx) required for the project. The absence of a final
dividend came as a surprise to us, in view of the majority stake held by the founding family
and expectation that the founding family would want some returns in the form of
dividends. Nonetheless, we view the explanation for not proposing a final dividend as fair,
and demonstrates the founding family's commitment to the long-term value creation for
all shareholders. We maintain our assumptions from previous reports for the project:
construction to commence in 2H FY17, with Phase One receiving its Temporary Occupation
Permit (TOP) in 1H FY19.

Award of two container depot sites, expect higher rentals and some margin compression
Cogent had announced the award of two new container depot sites — a 5.9 hectare plot at
Tuas South and a 2.5 hectare plot on Jurong Island that will be used to construct the first
full-fledged Container Depot on Jurong Island (JICD). In view of the two new sites, we
believe that Cogent would be fully returning the existing Jalan Terusan site back to JTC by
the middle of this year. We have been saying in previous reports to expect lower rental
expense once the Jalan Terusan container depot site is returned to JTC. Clearly, that has
changed, with the announcement of the two new container depot sites. We are estimating
an additional $$3.0 million to $3.5 million rent expense per annum for both plots of land.
We understand that the Sky Depot at the Cogent One Stop Logistics Hub is expected to be
fully operational by the end of 2Q FY17. As a reminder, the overhead crane system is still
undergoing some rectification work as at December 2016.

Maintain "Buy" rating with new DCF valuation of $$1.08 (previous $1.11)
Our price target gives an implied 17.0x FY17F P/E multiple, compared to the benchmark
Straits Times Index (STI) forward P/E multiple of 14.3x.
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KEY FINANCIALS

FY16 FY17F FY18F

Y/E Dec FY 15
Revenue (SGD mn) 292 1367
NPAT (SGD mn) 255 321
EPS (cents) 532 6.70
P/E (x) 74 5.9
BVPS (cents) 217 264
P/B (x) 18 15
DPS (cents) 188
Div. Yield (%) 4.8

121
304
6.35
24
328
24
222
2.8

1456
330
6.89

us
374
21
241
3.1

Source: Company Data, PSR est.

VALUATION METHOD
DCF (WACC:7.2%; Terminal g: 10%)

Richard Leow, CFTe, FRM
richardleowwt@phillip.com.sg
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Revenue by Business Segments at a glance

(SGD mn) FY16 FY15 vyoy (%) Comments

Transportation management 26.63 28.18 4F(5.5) Decrease in trucking jobs performed, notably for customers in the oil

& gas sector

Container depot management 26.01 22.62 4F15.0 Increased volume for containerrepairs and storage in both

Singapore and Malaysia

Automotive logistics management 30.71 27.47 4F11.8 Increased demand for vehicle storage space and vehicle

transportation services

Warehousing & property management 59.47 54.74 4}8.6 Income from warehousing units of the integrated logistics hub at1

Buroh Crescent
Inter-segmental eliminations (6.15) (3.77) ‘ﬁ‘63.0

Source: Company, Phillip Securities Research (Singapore)

Company Valuation
We have changed our cash flow model from a dividend discount model (DDM) to
discounted free cash flow to firm (FCFF) model.

=  Uncertainty in dividends going forward makes DDM valuation unsuitable
A final dividend was not proposed for FY16. The reason given was due to anticipation
of CapEx requirements for the Jurong Island Chemical Logistics Facility project. We
have become uncertain of dividends to be declared in the next two years, while the
project is being constructed. Nonetheless, we continue to assume a 35% payout ratio.
=  Change in valuation model to FCFF
We are using the FCFF model, primarily because of the uncertainty in the exact

contribution of new debt used to fund the Chemical Logistics Facility project on Jurong
Island.

FCFF valuation

Y/E Dec (S$ mn) FY17F FY18F FY19F FY20F FY21F
Cash flow from operations 44.0 46.9 71.3 71.6 72.7
Interest expense x (1 - taxrate) 2.6 2.6 2.6 2.2 1.9
CapEx (21.5)  (83.8) (32.2) (27.7) (28.9)
Free Cash Flow to Firm 25.1 (34.4) 41.7 46.2 45.8
PV of FCFF 23.4 (30.0) 33.9 35.1 32.4
Terminal value 753.2
PV of terminal value 533.6
Firm value 628.4
less debt (110.6)
Equity value 517.8
Number of ordinary shares (mn) 478.5
Price target (SS) 1.08

Assumptions
Cost of capital (equity & debt) 7.1%
Terminal growth rate 1.0%

Source: Phillip Securities Research (Singapore)

Key assumptions

1.

Assumed an additional $90
million CapEx for Phase 1 of
Chemical Logistics Facility across
FY17F and FY18F, over and above
the maintenance CapEx.

Higher cash flows from FY19F
onwards as the Chemical Logistics
Facility becomes operational.

Terminal CapEx is higher than
maintenance CapEx, to account
for Phase 2 of Chemical Logistics
Facility.

Page | 2 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



Financials

Income Statement
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Balance Sheet

Y/E Dec, SGD mn FY15 FY16 FY17F FY18F FY19F Y/E Dec, SGD mn FY15 FY16 FY17F FY18F FY19F
Revenue 129.2 136.7 142.1 145.6 191.6 ASSETS
Other operating income 2.0 2.3 14 1.4 1.9 PPE 199.5 212.6 2239 297.1 315.1
EBITDA 419 498 49.1 525 756 Investments 0.04 011 011 011 o011
Depreciation & Amortisation 8.4 8.6 10.1 10.7 14.2 Others 3.6 2.6 2.6 2.6 2.6
EBIT 335 41.2 39.0 418 61.4 Total non-current assets 203.1 215.2 226.6 299.8 317.7
Net Finance (Expense)/Inc (29) (2.9) (2.8) (2.8) (2.9 Trade Receivables 171 17.8 185 190 25.0
Otheritems - - - - - Investments 0.02 - - - -
Profit Before Tax 306 382 362 390 585 Cash 453 577 684 293 40.7
Taxation (5.1) (6.2) (5.8) (6.0) (9.8) Others 3.6 34 3.6 3.7 4.8
Net Income, reported 25.5 32.1 304 33.0 487 Total current assets 66.0 79.0 90.5 51.9 70.5
Total Assets 269.1 294.2 317.1 351.7 388.3
LIABILITIES
Short term loans 134 161 167 132 153
Accounts Payables 6.2 6.9 7.2 7.3 9.6
Others 384 383 39.6 404 50.7
Total current liabilities 580 613 634 609 75.7
Long term loans 104.8 103.6 93.9 108.7 93.4
Per share data (cents) Others 2.7 3.0 3.0 3.0 3.0
Y/E Dec FY15 FY16 FY17F FY18F FY19F Total non-current liabilities 107.5 106.6 96.9 111.7 96.4
EPS, reported 532 6.70 6.35 6.89 10.17 Total Liabilities 165.6 167.9 160.3 172.6 172.1
EPS, adj. 532 6.70 6.35 6.89 10.17
DPS 1.88 - 222 241 356 EQUITY
BVPS 21.65 26.41 32.75 37.43 45.19 Shareholder Equity 103.6 126.3 156.7 179.1 216.2
Cash Flow
Y/E Dec, SGD mn FY15 FY16 FY17F FY18F FY19F Valuation Ratios
CFO Y/E Dec FY15 FY16 FY17F FY18F FY19F
PBT 306 382 362 39.0 585 P/E (x) 7.4 59 124 115 7.8
Adjustments 107 115 129 135 171 P/B (x) 1.8 1.5 2.4 2.1 1.7
WC changes 3.6 (0.0) 0.7 0.4 5.5 EV/EBITDA (x) 6.2 5.0 8.6 9.0 5.9
Cash generated from ops 449 497 498 529 811 Dividend Yield (%) 4.8 - 2.8 3.1 4.5
Others (3.5) (4.9) (5.8) (6.00 (9.8) Growth & Margins (%)
Cashflow from ops 414 448 440 469 713 Growth
CFI Revenue 9.1% 58% 4.0% 2.4% 31.6%
CAPEX, net (19.8) (15.3) (21.5) (83.8) (32.2) EBITDA 15.6% 18.6% -13% 6.8% 44.1%
Divdend income 0.002 - - - - EBIT 13.5% 23.0% -53% 7.2% 47.0%
Others (1.58) 1.48 0.26 030 0.13 Net Income 33% 26.0% -53% 8.6% 47.6%
Cashflow from investments (21.3) (13.9) (21.2) (83.5) (32.0) Margins
CFF EBITDA margin 32.5% 36.4% 34.6% 36.0% 39.5%
Share issuance, net - - - - - EBIT margin 25.9% 30.1% 27.4% 28.7% 32.1%
Loans, net of repayments (7.1) (6.3) (9.1) 113 (13.2) Net Profit Margin 19.7% 23.5% 21.4% 22.7% 25.4%
Dividends (18.0) (9.0) - (10.6) (11.5) Key Ratios
Others (3.2) (3.2) (3.1) (3.1) (31) ROE (%) 25.4% 27.9% 21.5% 19.6% 24.6%
Cashflow from financing (28.3) (18.5) (12.1) (2.4) (27.8) ROA (%) 9.6% 11.4% 9.9% 9.9% 13.2%
Net change in cash (8.2) 125 10.6 (39.1) 115
Effects of exchange rate (0.01) 0.02 - - - Net Debt or (Net Cash) 729 619 423 927 68.0
CCE, end 445 569 675 285 39.9 Net Gearing (x) 70.4% 49.0% 27.0% 51.7% 31.4%

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5
We do not base our recommendations entirely on the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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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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