Penguin International Ltd
Cash to ride this cycle

SINGAPORE | OIL & GAS | UPDATE

=  Penguin provided some business updates in their recent AGM. The outlook is challenging

due to Covid-19 and collapse in oil prices.

= Charter rate for crew boats will be under pressure, demand for new vessels is down and

ferry customers will suffer from the pandemic.

=  We downgrade to ACCUMULATE from BUY. Our FY20e earnings is cut by 52%. The target
price is dropped to SS0.55 (prev. $50.88). We change our methodology from 5x PE
(excluding cash) to a P/BV of 0.7x FY20e (historical 10-year average). The net cash of
SS60mn (end-Dec19) will allow the company to ride through this turbulence. Net cash is

now 52% of market capitalisation.

Figure 1: Summary from AGM
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ACCUMULATE (Downgraded)

LAST CLOSE PRICE SGD 0.525
FORECAST DIV SGD 0.0175
TARGET PRICE SGD 0.550
TOTAL RETURN 8.1%
COMPANY DATA

BLOOMBERG CODE PBS SP
0/S SHARES (MN) : 220.2
MARKET CAP (USD mn /SGD mn): 82/ 116
52 -WK HI/LO (SGD): 0.79/0.355
3M Average Daily T/O (mn): 0.44
MAJOR SHAREHOLDERS (%)

HingYih Pier 19.7%
Keppel Corp Ltd 6.2%

Topic Commentary

Covid-19 / Qil 1. Demand for new vessels is down.

price impact 2. Charter rates for crew boats reduced as oil companies slash their cost.
3. Ferry market is the worst affected by the pandemic

Covid-19 1. Shipyard in Singapore is designated essential but only half the foreign

Disruption workers are allowed to work.

2. Batam shipyard is operating at full strength.

PRICE PERFORMANCE (%)

IMTH 3MTH 1IYR

Existing orders

No contracts have been terminated. More than half of our stock vessels have
been sold, with deposits received.

COMPANY 1.0 (21.4) 144
STI RETURN (1.7) (14.0) (15.1)
PRICE VS. STI

Others

1. Offshore Wind Farm Support segment is still growing and the company
is making progress in this segment.

2. Demand for Penguin Flex Fighter security vessels in Nigeria in the short
term will be affected. However, oil represents a critical industry for
Nigeria and piracy in the Gulf of Guinea is still rising.

Source: PSR, Company

Downgrade to ACCUMULATE with a lower target price of $$0.55 (prev. $$0.88).

The biggest worry will be trade receivables and inventory of vessels built to stock. During such
a stressed environment, the risk will be elevated from customers defaulting payments and
inventory becoming unsold. In 2016 downturn, Penguin swung into losses and revenues
plunged by 72% (Figure 2). The difference in this cycle is the larger net cash on the balance
sheet (from S$24mn end 2015 to S$60mn end 2019) and a more diverse portfolio of vessels

built.

With such an uncertain earnings outlook, we will use price to book as a gauge to valuations.
The 10-year price to book average is 0.7x, with a range of 0.5x to 1x. Penguin can ride out the

downtrend in the industry with their large cash hoard.

Figure 2: Snapshot of financials in the last oil and gas downturn in FY16
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Source: PSR, Company
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Commentary FY16 vs FY15

Declined 72% to S$33.4mn

Impairment of fixed assets of $53.8mn (3.5% of total) and inventories
S$1.4mn (3.3% of total)

Employee expenses dropped 40% to $512.9mn

Swung from SS21mn PATMI in FY15 to loss of $56.4mn in FY16.

Net cash of S$24mn (FY15) and S$8.7mn (FY16)
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KEY FINANCIALS

Y/E Dec, SGDmn FY18 FY19 FY20e FY2le

Revenue 107.3 136.3 1235 128.2
EBITDA 16.7 23.1 20.1 21.8
NPAT 13.6 19.4 11.5 12.8
EPS (Cents) 6.2 8.8 5.2 5.8
PER (x) 8.5 6.0 10.1 9.0
P/BV (x) 0.8 0.7 0.7 0.6
Div. Yield 24% 33% 33% 3.3%
ROE 9.3% 12.1% 6.7% 7.1%

Source: Company, PSR

VALUATION METHOD
0.7x P/BV

Paul Chew (+65 6212 1851)
Head of Research

paulchewkl@phillip.com.sg




Financials

Income Statement

PENGUIN INTERNATIONAL LTD LUlZoZN]S

PhillipCapital

Balance Sheet

Y/E Dec, SGD '000 FY17 FY18 FY19 FY20e FY21le Y/E Dec, SGD '000 FY17 FY18 FY19 FY20e FY21le
Revenue 79,761 107,268 136,337 123,476 128,177
ASSETS
Gross profits 19,457 33,707 40,861 37,043 39,735 Intangible asset 78 78 78 78 78
Operating expenses (22,226) (25,871) (27,821) (26,200) (28,200) PPE 74,100 86,559 82,174 92,957 102,661
EBITDA 6,164 16,724 23,086 20,060 21,831 Otherinvestments - 5,157 5,157 5,157 5,157
Depreciation & Amortisation (8,933) (8,888) (10,046) (9,217) (10,296) Trade receivables 1,542 - - - -
EBIT (2,769) 7,836 13,040 10,843 11,535 Other receivables 9,348 8,471 124 124 124
Otherincome/(loss) 4,304 6,711 6,084 1,000 2,000 Non-current assets 85,068 100,265 89,786 100,569 110,273
Net finance income/(expense) 563 950 837 900 900 Cash and bank balances 39,077 42,619 59,903 82,785 52,736
Profit/(loss) before tax 2,098 15,497 19,961 12,743 14,435 Trade receivables 10,352 20,200 13,604 25,287 11,717
Income tax credit/(expense) 180 (1,915) (547) (1,274) (1,588) Inventory 18,906 20,608 42,008 616 47,845
Profit/(loss) after tax 2,278 13,582 19,414 11,468 12,847 Others 23,723 8,078 21,903 21,903 21,903
Minority interest (1) (1) - - - Current assets 93,070 106,480 140,686 133,859 137,469
Net Income, reported 2,277 13,581 19,414 11,468 12,847 Total assets 178,138 206,745 230,472 234,428 247,742
LIABILITIES
Borrowings 2,250 1,000 83 83 83
Trade payables 8,422 18,085 16,038 12,378 16,699
Other payables 11,630 23,790 37,543 37,543 37,543
Per share data Others 9,698 7,695 2,991 2,991 2,991
Y/E Dec, SG cents FY17 FY18 FY19 FY20e FY21e Current liabilities 32,026 50,570 57,947 54,287 58,608
EPS, reported 1.0 6.2 8.8 5.2 5.8 Borrowings 1,083 83 - - -
EPS, adj. 1.0 6.2 8.8 5.2 5.8 Others 4,164 3,877 3,801 3,801 3,801
DPS 0.45 1.25 1.75 1.75 1.75 Non-current liabilities 5,247 3,960 4,831 4,831 4,831
BVPS 64.0 69.1 76.2 79.6 83.7
EQUITY
Share capital 94,943 94,943 94,943 94,943 94,943
Reserves 45,923 57,274 72,754 80,369 89,364
Minority interest (1) (2) (3) (3) (3)
Total equity 140,865 152,215 167,694 175,309 184,304
Cash Flows
Y/E Dec, SGD '000 FY17 FY18 FY19 FY20e FY21le Valuation Ratios
CFO Y/E Dec FY17 FY18 FY19 FY20e FY21le
PBT 2,098 15,497 19,961 12,743 14,435 P/E (X) 50.8 8.5 6.0 10.1 9.0
Adjustments 4,891 2,532 6,213 8,317 9,396 P/B (X) 0.8 0.8 0.7 0.7 0.6
WC changes 10,567 (5,657) 5,350 26,049  (29,339) EV/EBITDA (X) 13.0 4.4 2.4 1.6 2.9
Taxes paid, others 576 1,052 (935) (374) (688) Dividend Yield (%) 0.9% 2.4% 3.3% 3.3% 3.3%
Net cash flows used in ops 18,132 13,424 30,589 46,735 (6,196)
Growth & Margins
CFl Growth
CAPEX, net (2,988) (19,222) (22,289) (20,000) (20,000) Revenue 138.8% 34.5% 27.1% -9.4% 3.8%
Proceeds from disposal 12,778 20,052 13,700 - - EBITDA -443.6% 171.3% 38.0% -13.1% 8.8%
Others - (8,000) - - - EBIT -73.6% -383.0% 66.4% -16.9% 6.4%
Net cash flows from/(used in) investing 9,790 (7,170) (8,589) (20,000) (20,000) Net Income -135.4%  496.4% 42.9% -40.9% 12.0%
Margins
CFF EBITDA margin 7.7% 15.6% 16.9% 16.2% 17.0%
Proceeds from issuance of shares - - - - - EBIT margin -3.5% 7.3% 9.6% 8.8% 9.0%
Loans, net of repayments (6,647) (2,250) - - - Net Profit Margin 2.9% 12.7% 14.2% 9.3% 10.0%
Dividends - (991)  (2,752) (3,853)  (3,853)
Others (836) (472) - - - Key Ratios
Net cash flow generated from financing  (7,483)  (3,713) (2,752) (3,853) (3,853) ROE 1.6% 9.3% 12.1% 6.7% 7.1%
Net change in cash and cash equivalents 20,439 2,541 19,248 22,882  (30,049) ROA 1.2% 7.1% 8.9% 4.9% 5.3%
Foreign exchange (873) 512 - - -
Interest coverage (X) (0.3) 0.9 1.3 1.2 1.1
CCE, end 38,241 41,294 60,542 83,424 53,375 Net gearing (X) Net cash Netcash Netcash Netcash Netcash

Source: Company, Phillip Securities Research (Singapore) Estimates
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Total Returns Recommendation  Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4

<-20% Sell 5

We do not base ourrecommendations 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 or absence 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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