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Macroeconomic Environment




Macroeconomic Factors

GDP growth rates in countries where the Group has operations have
slowed YoY and are expected to slow further in FY 2019

Economic Slowdown
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Macroeconomic Factors

While inflation rates have eased (except for China), operating costs
have not declined and selling prices continue to be under pressure

Moderate Inflation

Consumer Price Index
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Macroeconomic Factors

Oil price, a major cost component in manufacturing, was on an upward
trend and this dampened financial performance

Rising Crude Oil Prices in 2018
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Macroeconomic Factors

Labour costs have continued to rise in China, Singapore and Malaysia

China
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Group Financials

While Group’s revenue was marginally better, macro economic factors
caused higher costs and expenses. Tasek's losses escalated.

Revenue PATMI
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Diesel Engines
China Yuchai International
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Industry Overview/Outlook

Supply and demand for diesel engines are influenced by several macro
factors, inter alia, the following:

Chinese Economy
Govt Policies

Stricter Emission
Standards

Electrification

Industry
Consolidation

Collaboration,
Integration,
Internationalization

Slowdown in the Chinese economy @ 6.6% in 2018 the slowest pace since 1990 (2017: 6.9%)
Government stimulus program — accelerated infrastructure spending, reduction of VAT and easing
of credit

National VI emission standard to be enforced 1 Jul 2020
Official National VI emission standard implementation accelerated for tier 1 and tier 2 cities
National Tier 4 (for off-road machineries) emission standard expected to be enforced Jul 2021

Availability of alternatives to diesel and gasoline powered automobiles

ICE still provide considerable power — may sustain the demand of heavy duty engines

Lack of infrastructure (especially in lower-tier Chinese cities) for widespread adoption of electric
vehicles has so far stifled the accelerated use of alternative energy engines

The huge investments needed to drive technology will probably result in consolidation in the China
automobile and engine industries

The huge Chinese market cannot be ignored by international players. International engine makers,
with their hitherto more advanced technology will have to collaborate with Chinese partners for
entry into China

Major engine makers in China will probably explore more vertical integration

China will continue to export engines
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Key Investment Highlights

Competitive advantages of Yuchai
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Strong financials

Strong market position in sales &
manufacturing of diesel engines in China

Extensive sales, distribution and after-sales
service network in China

Presence of an international footprint

Adoption of new technology with continued
large investment in R&D

Extensive product range installed in buses,
trucks and off-road applications
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Key Investment Highlights

Despite challenging business environment, Yuchai remains financially
strong with higher unit sales, revenue, profit and a strong cash position

Strong Financials

Revenue PAT
(+0.4%) (RMB million) (+2%) (RMB million)
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Cash and ST Deposit
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Key Investment Highlights

Yuchai’s market share has increased from 11.8% in FY2017 to 12.3% in
FY2018

Source: Annual unit sales from CAAM (exclude gasoline powered EVs)

Note: Yuchai sales include off-road engines
16



Key Investment Highlights

Yuchai is well placed to serve and expand its customer base through its
sales force and nation-wide distribution and after-sales service network

Extensive sales, distribution and after-sales service network in China

e ¢ Sales network
. : f:,..;:b,'n Nationwide network of > 30 sales
e . 2 Changehun offices
. ol."rumqi ° . o o uShen an ° . .
s e Strong partnership with major
C e e m;hm; ,,Q'Shu,;fh”g;”ng automobile producers in China
' whetts engzhou
S me';n Sales force of >700
lqaga - Chengdu ? \A‘/'dha'?, :%?\%ﬁgggi
Kk 7,5115992;%”%;?%9%9 ¢ After-sales service
‘ o &7 :.ar‘mw s Fuzhou ° . °
: K;n;n ;@C"f gusnwgﬁ 4 Nationwide after-sales service
"7 Nahnirggfin”"Shenzhen network with >2,600 after-sales
# Haikou service points

24-hour toll free hotline
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Key Investment Highlights

Yuchai’s engines are now exported to several countries, a testament of
the international standard of its products




Key Investment Highlights

Continued emphasis on R&D gives Yuchai a strong competitive edge in
the diesel engine industry

= Close to RMB 2 billion (more
than USD95 million) were
spent on R&D in the last 3
years

= We expect more investments
to improve emission standard

— T 7% e . -;"_’ : _ of diesel engines (e.g. Tier 5
: - — off-road engines in the
works)

» Investments in alternative
energy projects will increase
this year and more so in the
years to come

= More than 2,000 patents
registered
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Key Investment Highlights

Our product range extends across numerous applications and power

Bus Engines

Truck Engines

(-:5;'{5',
AR

Off-Road Engines
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Investment Upsides

We see several positive factors of our investment in Yuchai

v

NN N N

Sustainable demand for environmental-friendly diesel
engines for use in trucks and buses

Availability of exhaust after treatment technology for diesel
engines will address some environmental concerns

Potential for growth in off-road engines due to increased
pace of urbanization in China (higher productivity needed &
construction equipment) and other emerging economies

High capex and R&D (technology) create high barrier entry
Investments in alternative energy already in the works

Continued growth in eCommerce leading to higher auto
demand for trucks
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Building Materials Unit
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Singapore Industry Overview

Several factors will influence supply and demand for construction

materials

Strong Government
Influence

Environmental
Concerns

Neighbourhood
Politics

Curb on Foreign
Workers

Effect of Global
Economy and
Politics

Recent cooling measures will see construction demand in Singapore supported by public sector
projects in Civil Engineering & Industrial sectors

Contract values are larger and tenures are longer

Singapore government can and does manage construction demand by changing the timing of
public sector projects

Push towards environmentally friendly DfMA (Design for manufacturing & Assembly) — PPVC (Pre-
fabricated Pre-finished Volumetric Construction)
Policy towards concentration of batching plants at selected locations

Supply of raw materials (e.g. granite & sand) will be influenced by neighbourhood politics
Alternative (non-traditional) sources of supply already mandatory = effect on prices

Recent government policies to reduce foreign workers quota will drive wages higher

As an open economy, Singapore is greatly affected by the state of the global economy
Recent USA-China tariff war has dampened economic outlook — construction demand is expected
to be flattish
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Malaysia Industry Overview

Several adverse factors impacted the construction materials industry
with excess capacity leading to pricing pressure being the norm

Change of
government

Property Slowdown

Low domestic
demand

Severe losses of
cement players

Cancellation or deferment of infrastructure projects deemed too costly (KL-SG high speed rail, East
Coast Link which account for ~ 15% of 2018 nominal GDP)
Lack of fiscal space

Property overhang due largely to stringent loan requirements
Wait & See attitude — developers & buyers
Uncertainty due to the review, revise and renegotiation of projects

Contraction in domestic consumption (-7.04% in 2016 and -8.41% in 2017)
Total excess capacity in SE region (exclude Philippines) was 127m tons in 2017

Shutdown of production lines
Retrenchment/Voluntary Separation Scheme
Increases in production/delivery costs

Import of coal and gypsum. Prices on the increase
High energy costs — 65% of total production costs
Fluctuation and depreciation of MYR
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Key Investment Highlights - Singapore

Some of the key investment highlights of BMU Singapore

RN N NN N

Proactive steps taken by the Singapore government to manage
construction demand

Well positioned to address rising demand for DfMa

Dominant market positions in precast, ready-mix and cement
sectors ($9 billion planned IR is a positive development)

Integration provides BMG with cost and supply availability
competitive advantages

Good geographic footprint in Singapore

Adverse impact from neighbouring politics and curb on
foreign workers quota
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Key Investment Highlights - Singapore
Public sector projects in civil engineering and industrial sectors will
make up > 50% of construction activities. Contract values will be larger

Proactive steps the Singapore government takes to manage construction demand

Construction Output

Total nominal construction output to improve to between $27 billion and 32 billion...

mrDemand (Contracts Avwarded) —— Output (Progress Payments)
45

40
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27 - 32

Billion Dollars

Rt i i Al i g i g

Year

Note: All data from BCA REDAS Construction Prospect 2019 seminar except * - data
extrapolated from Singstat Construction Output data based on progress payments

PERIOD Public Sector Demand Total Construction Demand
2018F s ?532455; . $30.5 Bn ($26.38n - output)
2019P (g);,ScBEn/sgl/f'gng) $27 Bn - $32 Bn

2020 - 2023P (5301/06CBE“/'5§§/? BBlgg) $27 Bn - $35 Bn
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Key Investment Highlights - Singapore
Civil engineering and industrial sector construction activities will be
the main drivers of construction activities in Singapore in FY2019

Proactive steps the Singapore government takes to manage construction demand

2019 - Volumes of Contracts to be Awarded

Civil Engineering

Industrial

Institutional

Private Residential

Public Residential

Commercial

[=

S 42,000 54,000 56,000 58,000 510,000 $12,000

Source: BCAS REDAS Construction Millions
prospect 2019

W 201SF 2018 w2017

= Civil engineering projects will continue to provide demand - projects tenure have a longer time horizon and are
subject to BCA index mechanism

= Total industrial construction demand will continue to surge with the public sector (JTC / NEA / PUB) leading the
increases — opportunities for higher grade concrete

= RMC, Granite and Cement are positioned to compete for all projects. Precast’s focus is only on residential projects

(principally HDB) 30



Key Investment Highlights

50% of the 71 public sector projects in 2019 / 2020 will adopt PPVC
and % of dwelling units using DfMA will rise from 23% to 33% in 2019

- Singapore

Well positioned to address rising demand for DfMa

Pipeline of Projects Prescribing DfMA Technologies (largely PPVC)

(Construction tenders expected to be called between lan 2019 and Dec 2020)

Hybrid/ Multi-tech
W Structural Steel
i W Mass Engineered Timber (MET)
M Prefabricated Prefinished Volumetric Construction (PPVC)

50
g
g 40
[-%
5
s 30 25
z 1
20 15
2 11 11 9
10 . 2 2
[ H
0 R
All Cost Cotegories <5540 mil 5540 mil « X = 5585 mil 5385 mil < X 2 55150 mil 55150 mil < X £ 35300 mil >55300 mil

DfMA — Design for Manufacturing & Assembly

= To improve productivity, government is forcing the
adoption of Design for Manufacturing & Assembly (DfMA)
in the construction industry. A key initiative of DfMA is the
adoption of Prefabricated Prefinished Volumetric
Construction (PPVC). 36 PPVC projects (out of 71) are

expected to be called between Jan'19-Dec’'20

HDB dwelling Units Using PPVC

% of total
DUs 4% 6% 26.7% 23% 33.2%

launched

= All government land sales (GLS) for
private development must adopt
DfMA. As for HDB, PPVC adoption
Is on an upwards trajectory. It is set
to increase to 33% of DUs launched
in 2019, up from 23% in 2018.
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Key Investment Highlights - Singapore

BMG Singapore continues to maintain its market leadership positions

in Singapore

12%

11%

10%

H HLBM M Syscon
B Teambuild *1 m Soil-build *2
B Sunway B Poh Cheong
M Robin Village Prefab

Econ Others

Source: Internal Estimates

M Pan-United HICPL

M Alliance Concrete M Samwoh
HYTL m G&W

i Sinmix RMC [ Star RMC
2 Topmix Holcim

[ Others

Source: BCA & Internal Estimates

7%

B United Cement B SCMC

H Engro Corp ' YTL/Nanyang

B LafargeHolcim B NS Cement

Source: Internal Estimates
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Key Investment Highlights - Singapore
Availability of supplies and competitive pricing are assured to allow BMG
Singapore to remain as a dominant player in the construction industry

Integration provides BMG with cost competitive and supply availability
advantages

Hayford Quarry

- )
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Key Investment Highlights - Singapore
With 6 ready-mix plants and a fleet of > 200 trucks owned and
contracted in Singapore, ICPL is one of the leading players in Singapore

Geographic footprint in Singapore
I. E:I Island Concrete Pte Lid

Strategic Locations

Pulau Punggol Timor

Sungei Kadut ' =
- . P
o
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Key Investment Highlights - Singapore
Cost will increase as a result of ban on construction materials by
neighbouring countries and curtailment on foreign workers
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= Restriction on the hire of foreign workers will = Malaysian government has banned the export of
drive up wages sand to Singapore

= Reluctance of Singaporeans to take up jobs = Singapore government has imposed a condition
currently done by foreign workers will limit any on construction material companies to import at
expansion plans of BMG least 30% of their sand requirements from non-

traditional sources.
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Plastic Packaging
Rex Packaging Group

%EX

DONGGUAN
REX PACKAGING CO., LTD

TIANJIN
REX PACKAGING CO., LTD
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Industry Outlook

Global demand will remain strong but environmental concerns &
customers’ expectations are negative factors

Rising Asian
Demand for
Plastic

Changes in
Consumer
Behaviour

China Factor

Environmental
concerns

Changes in
Customers’
Demand

Market
Accessibility

Switch to plastics from metal/glass/paper due to cost
Fast expanding online markets

Higher consumption from growing affluent population
Infrastructure projects (plastic pipes)

Growth of packaged food
Convenience-oriented packaging

Largest consumption of plastics
2nd largest growing market after India
Fragmented market in rigid plastics manufacturing

Mismanaged plastic waste

Society now demands emphasis on product stewardship
Gradual shift from “use-once-and-discard) approach to recycling
Only 12% of plastic waste is currently reused or recycled

Design, Produce & Deliver vs. Produce & Deliver

Accessible market limited by distance
Export is generally not an option due to cost
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Plastic Packaging Outlook in China

Continuing urbanization and growing affluence will fuel demand in China

but logistical issues remain as challenges

6.60%

6.2% - 6.48%

Decrease
0.12% to 0.40%

9.34%

9.74%

Increase 0.4%

1.38 billion

1.42 billion

Increase 2.0%

14.08 million

14.54 million

Increase 3.3%

13.22 million

13.40 million

Increase 1.36%

Source: chinadaily.com.cn
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Packaging demand keep growing
in big cities, living standard
improved

Supply radius limited to 200km
(2 - 3 hrs transportation)
Rex DG: Dongguan, Shenzhen,
Guangzhou, Huizhou, Xin hui
Rex TJ: TJ) development zone, TJ

city & Shandong.
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Raw Material Price Trend Landscape

Production cost of two major products (Jerry can and bottles) affected
by higher RM costs

+7% YoY +10% YoY

+7% YoY +9% YoY




Air-conditioning Sytems
Airwell
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Global Outlook for Air-Conditioners

Air conditioners are still in demand and China is the largest market. But
supply still exceeds demand in China

. China is the largest manufacturing & consuming market (41.6% of global demand): CAGR of just under 4%
from 2011 to 2016

. Asia ex China & Japan is second largest consumer

Strong Global Demand

. Rising global population

. Global warming

. Growing affluent

= Infrastructure development

- Rapid urbanization (China will reach 60% by 2020 and 70% by 2030)

China Manufacturing

. All major world manufacturers have established factories in China
= Ownerships per 100 households in urban areas = 107.4 units & rural areas = 34.2 units
= Air-conditioning plants are large to achieve economics of scale

China Export Market

. Largest global exporter: > 30% of global’s exports from China - current domestic demand cannot absorb local
production

. Major destinations: USA, Japan, Middle East, Italy & India
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Certifications

Airwell has attained various certifications which confirmed its high

quality standard

Certifications
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Product Range

Residential and commercial air-conditioners

Fedders & Airwell Products
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THANK YOU

HONG LEONG ASIA LTD
16 Raffles Quay #26-00 Hong Leong Building Singapore 048581

T: +65 6322 6220
F: +65 6220 8411
www.hlasia.com.sg



