Land Transport Sector

Demand from taxi hirers returning

SINGAPORE | TRANSPORT SERVICES | UPDATE

=  ComfortDelGro ordering 200 new taxis —its first in 1.5 years

= CCCS investigation into Grab and Uber transaction not completed, and being
overtaken by events as new entrants have already entered the market

= Taxi population contracted at an accelerated pace, while Rental cars population
stabilises as growth moderates

=  Maintain Overweight on the Land Transport Sector,
ComfortDelGro Corp with unchanged target price of $2.50.

and "Buy" rating on

What is the news?

=  ComfortDelGro Taxi on May 7 announced that it has placed an order for 200 new
hybrid Hyundai lonigs — its first in close to 1.5 years.

=  On the same day, Grab and Uber proposed Smith & Williamson LLP (S&W) to be the
independent monitoring trustee, to monitor compliance with terms of the Interim
Measures Directions (IMD) issued by the Competition and Consumer Commission of
Singapore (CCCS). The CCCS approved S&W's appointment. There is a list of seven
terms that S&W is to monitor.

How do we view this?

The Positives

=  Worst could be over for Taxi: Purchase of new taxis a sign of recovering demand.
Takeaways from the Media Release from ComfortDelGro are: the 200 new taxis will be
immediately leased out; there is a growing line of would-be hirers; the number of new
hirers that signed on in April 2018 was close to double that from a year ago. However,
the 200 new taxis will not have a material impact as it increases the Comfort & CityCab
fleet by only 1.6%.

The Negatives

=  Some IMDs appear onerous on Grab and unlikely to be in place after investigations
are completed. Specifically, term a. which requires Grab to maintain its (artificial) pre-
merger pricing, and term f. which disallows Grab from taking over Uber's operational
data. Lifting of these interim terms would be positive for Grab and work against Taxis.

Investment Action

We maintain Overweight on the Land Transport sector. We were Overweight on the sector
on the basis of regulatory reviews and changes that address profitability and sustainability,
which is a structural positive for the sector. The revival in demand for Taxis is a mid-term
catalyst for re-rating the sector.

We have a "Buy" rating on ComfortDelGro Corp with a target price of $2.50. We forecast
earnings to have bottomed in FY17, with the Public Transport Services segment largely
driving earnings going forward.

Note: ComfortDelGro Corp will be announcing its financial results for 1Q FY17 after trading hours on
11 May.
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The CCCS has yet to complete its investigation; and had put in place interim
measures to "preserve and/or restore competition and market conditions"

After the transaction between Grab and Uber was made public, the Competition and
Consumer Commission of Singapore (CCCS) had issued Interim Measures Directions
(IMD) to Grab and Uber, while it continued with its investigation. The shutdown of the
Uber app was also extended twice with its final day of operation on May 7.

CCCS investigation being overtaken by events and losing relevance — competitors are
already entering the market

The objective of the CCCS's investigation is to determine whether the transaction
between Grab and Uber would result in a substantial lessening of competition in
Singapore. That was on the basis that Grab and Uber were a duopoly and hence had
significant combined market share. The other concern was high barriers to entry which
would impede new entrants to the ride-hailing space. However, we see that since
Uber's exit, two other ride hailing apps, Jugnoo and Ryde, have already commenced
operations. A third entrant after Uber's exit, Filo, is expected to start offering its
service by the end of the month.

Figure 1: New entrants to the ride-hailing scene

Joining the fray
Singapore
launch date = Headquartered in Unique feature
Jugnoo May 1 India Fare bidding system
Ryde May 2 Singapore Advance booking of up to
seven days; 10 per cent driver
commission
Filo May Singapore 12 per cent driver commission,
capped at $400 a month
Mass Vehicle | End-July Singapore Drivers earn cryptocurrency
Ledger (MVL) incentives; Zero commission
Go-Jek Next few Indonesia Wide range of on-demand
months services from ride-hailing
to food delivery
Dacsee » Q2,2019 Malaysia Blockchain technology

STRAITS TIMES GRAPHICS

Source: The Straits Times

Apart from losing relevance, the outcome of the CCCS investigation will likely be not
meaningful

The CCCS's mission is twofold — apart from creating choices for consumers it also has
an interest not to impede innovative business models. Recall that Uber has already
wound up. As such, enforcement action against an entity that no longer exists will be
near impossible. That would leave any enforcement action to be directed at Grab. We
think that early innovators should not be denied any first-mover advantage they have
acquired. So, while Grab does have a significant market share in the private-hire car
service space now, we do not think that anything meaningful will come out of the
protracted investigation, just for the sake of levelling the playing field for new
entrants.

We also point out that despite Grab having a significant market share in the private-
hire space, the private-hire car service is not the sole point-to-point transportation
available to riders — the legacy taxi is still the obvious alternative. Riders are not left at
a disadvantage, nor coerced into continuing with private-hire car services by a lack of
choice.

New entrants offering innovative pricing models to combat barriers to entry

Barriers to entry exist due to the network effect. Drivers join an app because there are
riders on the app, and riders join an app because there are drivers on the app. Supply
and demand are matched quickly when there are participants on both sides. In order
to gain a foothold, new entrants are offering innovative features, such as Jugnoo's
reverse-bidding system where drivers bid on lower prices for jobs.



https://www.straitstimes.com/singapore/transport/new-ride-hailing-app-filo-to-debut-within-next-fortnight
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=  Reduction in user discounts and driver incentives were inevitable
One of the IMDs requires Grab to maintain its pre-merger pricing. However, incentives
and promotions were already "trending down" prior to the transaction, according to
Grab, which now relies on a reward system of earning points to be exchanged for
other goods and services. Through our anecdotal conversations with Grab drivers
before the transaction was announced, the feedback that we received was the
incentives were getting smaller and benchmarks to meet were getting higher.

The reduction in user discounts and driver incentives were inevitable because of the
cash burn. In essence, investors in Grab and Uber were paying for the user discounts
and driver incentives, in order to gain market share and this did not reflect the true
economic cost of point-to-point transportation. This created an artificial demand and
changed consumer behaviour. The cash burn with no profit was unsustainable.

=  March 2018: Rental car population YoY growth has moderated and Taxi contraction
accelerated
Monthly Rental car population YoY growth had peaked at high-70% in 4Q 2016 and
tapered down during 2017. Rental car population had accordingly started to stagnate
in 2H 2017. YoY growth for March 2018 has further moderated downward to 17.7%.
Meanwhile Taxi population contracted 18.7% YoY.

Figure 2: Monthly Taxi and Rental cars population
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=  3M-YTD: Taxi population contracted, while Rental cars stabilised
In our previous report, we highlighted the Rental cars population had contracted -0.2%
for 2M-YTD. However, there was YoY Rental car population growth in March, resulting
in a 3M-YTD growth of +0.3%. Meanwhile, Taxi population contracted -6.0% YTD.

Singapore Taxi and Rental cars population

Y/E Dec Mar-18 Mar-17 YoY Dec-17 3M-YTD
Taxi 21,746 26,734 -18.7% 23,140 -6.0%
Rental cars 68,311 58,027 17.7% 68,083 0.3%

Source: Bloomberg, LTA, PSR

Page | 3 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



LAND TRANSPORT SECTOR QV]4»2:¥]

B PhillipCapital

Head of Research
Paul Chew — paulchewkl@phillip.com.sg

Contact Information (Singapore Research Team)
Research Associate
Alvin Chia - alvinchiawy@phillip.com.sg

Research Operations Officer
Mohamed Amiruddin - amiruddin@phillip.com.sg

Consumer | Healthcare

Soh Lin Sin - sohls@phillip.com.sg

Transport | REITs (Industrial)
Richard Leow - richardleowwt@phillip.com.sg

REITs (Commercial, Retail, Healthcare) | Property
Tara Wong - tarawongsj@phillip.com.sg

Oil & Gas | Energy
Chen Guangzhi - chengz@phillip.com.sg

REITs (Commercial, Retail, Healthcare) | Property

Dehong Tan - tandh@phillip.com.sg

US Equity
Ho Kang Wei - hokw@phillip.com.sg

Macro

Pei Sai Teng - peist@phillip.com.sg

Technical Analysis
Jeremy Ng - jeremyngch@phillip.com.sg

SINGAPORE
Phillip Securities Pte Ltd
Raffles City Tower
250, North Bridge Road #06-00
Singapore 179101
Tel +65 6533 6001
Fax +65 6535 6631
Website: www.poems.com.sg

JAPAN
Phillip Securities Japan, Ltd.
4-2 Nihonbashi Kabuto-cho Chuo-ku,
Tokyo 103-0026
Tel +81-3 3666 2101
Fax +81-3 3666 6090
Website: www.phillip.co.jp

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel +66-2 6351700 / 22680999
Fax +66-2 22680921
Website www.phillip.co.th

UNITED STATES
Phillip Capital Inc
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel +1-312 356 9000
Fax +1-312 356 9005

Website: www.phillipusa.com

INDIA
PhillipCapital (India) Private Limited
No.1, 18th Floor, Urmi Estate
95, Ganpatrao Kadam Marg
Lower Parel West, Mumbai 400-013
Maharashtra, India
Tel: +91-22-2300 2999 / Fax: +91-22-2300 2969
Website: www.phillipcapital.in

CAMBODIA
Phillip Bank Plc
Ground Floor of B-Office Centre,#61-64,
Norodom Blvd Corner Street 306,Sangkat
Boeung Keng Kang 1, Khan Chamkamorn,
Phnom Penh, Cambodia
Tel: 855 (0) 7796 6151/855 (0) 1620 0769
Website: www.phillipbank.com.kh

Page | 4 | PHILLIP SECURITIES RESEARCH (SINGAPORE)

Contact Information (Regional Member Companies)

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3 Megan Avenue Il,
No. 12, Jalan Yap Kwan Seng, 50450
Kuala Lumpur
Tel +603 2162 8841
Fax +603 2166 5099
Website: www.poems.com.my

INDONESIA
PT Phillip Securities Indonesia

ANZ Tower Level 23B,
JlJend Sudirman Kav 33A
Jakarta 10220 — Indonesia

Tel +62-21 5790 0800

Fax +62-21 5790 0809
Website: www.phillip.co.id

FRANCE
King & Shaxson Capital Limited
3rd Floor, 35 Rue de la Bienfaisance 75008
Paris France
Tel +33-1 45633100
Fax +33-1 45636017
Website: www.kingandshaxson.com

AUSTRALIA
Phillip Capital Limited
Level 10, 330 Collins Street
Melbourne, Victoria 3000, Australia
Tel +61-03 8633 9803
Fax +61-03 8633 9899
Website: www.phillipcapital.com.au

TURKEY
PhillipCapital Menkul Degerler
Dr. Cemil Bengii Cad. Hak Is Merkezi
No. 2 Kat. 6A Caglayan
34403 Istanbul, Turkey
Tel: 0212 296 84 84
Fax: 0212 233 69 29
Website: www.phillipcapital.com.tr

HONG KONG
Phillip Securities (HK) Ltd
11/F United Centre 95 Queensway
Hong Kong
Tel +852 2277 6600
Fax +852 2868 5307
Websites: www.phillip.com.hk

CHINA
Phillip Financial Advisory (Shanghai) Co Ltd
No 550 Yan An East Road,
Ocean Tower Unit 2318,
Postal code 200001
Tel +86-21 5169 9200
Fax +86-21 6351 2940
Website: www.phillip.com.cn

UNITED KINGDOM
King & Shaxson Capital Limited
6th Floor, Candlewick House,

120 Cannon Street,
London, EC4AN 6AS

Tel +44-20 7426 5950

Fax +44-20 7626 1757

Website: www.kingandshaxson.com

SRI LANKA
Asha Phillip Securities Limited
2" Floor, Lakshmans Building,
No. 321, Galle Road,
Colombo 03, Sri Lanka
Tel: (94) 11 2429 100
Fax: (94) 11 2429 199

Website: www.ashaphillip.net

DUBAI
Phillip Futures DMCC
Member of the Dubai Gold and
Commodities Exchange (DGCX)

Unit No 601, Plot No 58, White Crown Bldg,
Sheikh Zayed Road, P.0.Box 212291
Dubai-UAE
Tel: +971-4-3325052 / Fax: + 971-4-3328895



mailto:paulchewkl@phillip.com.sg
mailto:alvinchiawy@phillip.com.sg
mailto:amiruddin@phillip.com.sg
mailto:sohls@phillip.com.sg
mailto:chengz@phillip.com.sg
mailto:peist@phillip.com.sg
mailto:richardleowwt@phillip.com.sg
mailto:tandh@phillip.com.sg
mailto:jeremyngch@phillip.com.sg
mailto:tarawongsj@phillip.com.sg
mailto:hokw@phillip.com.sg
http://www.poems.com.sg/
http://www.poems.com.my/
http://www.phillip.com.hk/
http://www.phillip.co.jp/
http://www.phillip.co.id/
http://www.phillip.com.cn/
http://www.phillip.co.th/
http://www.kingandshaxson.com/
http://www.kingandshaxson.com/
http://www.phillipusa.com/
http://www.phillipcapital.com.au/
http://www.ashaphillip.net/
http://www.phillipcapital.in/
http://www.phillipcapital.com.tr/
http://www.phillipbank.com.kh/

- e T P RailiEsepie

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 license 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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