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As the world is making strides in its post-pandemic recovery, strained
supply chains and the prospect of a rapid interest rate hike by the US
Federal Reserve is piling on the fear that stock markets may be too frothy
for their own good, especially in developed markets. Despite the recent
sell off in US markets which saw the NASDAQ 100 decline by 11.7% year-
to-date, the Index is still up 65.7% relative to its pre-pandemic levels
which is leading investors to think hard about the durability of such price
gains as rising interest rates threaten long duration stocks.

It is a long-proven fact that dividend stocks tend to be more resilient than
non-dividend paying stocks during major stock market meltdowns - the
S&P Dividend Aristocrats Index decline by 23.5% in 2008 versus the
33.5% decline for the broader S&P500 market composite. Not only that
the attractive dividend vyields provide additional support through the
market-wide collapse but the long-history of distributing cash also
indicates solid fundamentals coupled with more disciplined use of cash by
the managements which boils down to higher quality earnings.

Confidential | Copyright © 2022 IHS Markit Ltd



Dividend Forecasting

IHS Markit anticipates the global dividend scene to be upbeat in 2022 with
the payout reaching more than two trillion dollars!. The outlook is
particularly brighter for APAC as the region is sustaining a new high of over
USD 600 billion dividends even without COVID make-up payments and
similar types of one-off surge in payouts. In times during which resilience
is much sought after, we present the top attractive dividend payers that
we expect to thrive moving forward. We have identified 27 stocks from
2145 stocks across 13 markets and 19 sectors in APAC that are expected
to demonstrate stable growth pattern of annual dividends (special dividend
included) starting from FY2016 until FY2023E. Of these, 15 stocks are
trading below the price 52-week ago (as of 2022-02-04).

The attractive dividend stocks were selected based on the following
financial metrics -
« No dividend cut or suspension occurred/expected from FY2016 to
FY2023 (466 companies)
« Positive EPS CAGR expected from FY2021 to FY2023
(389 companies)
« Average payout ratio from FY 2021 to 2023 lower than 70%
(348 companies)
o Average leverage ratio, defined by net debt/EBITDA, of FY2021 to
FY2023 to be lower than 2.5 times (243 companies)
o« FY2022 dividend yield to be higher than 2.5% (66 companies)
« Positive FCF maintained in past five years (43 companies)
o FCF per share > DPS in past three years (38 companies)
o ROIC > 5% for each of last 5 years (27 companies)
e Trading below last year’s price (15 companies,; as of 2022-02-04)

1 https://cdn.ihsmarkit.com/www/pdf/0122/Seven-key-forecasts-for-2022.pdf
https://cdn.ihsmarkit.com/www/pdf/0122/Forecasting_7-Key-Forecasts_Inforgraphic-Final.pdf
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The selection results, as shown in the table below, are sorted from highest
to the lowest based on the compound annual growth rate (CAGR) of
dividends from FY2016-FY2023 in the table below.

Top 15 attractive dividend stocks in APAC

DPS EPS Past 1-

CAGR CAGR FY21-23E FY18-20 FY22E year

ISIN Name Mkt in in average net average dividend price
FY16- FY21- Debt/EBITDA DPS/FCF Yield change

23E 23E (%)

HK0000055878  China Taiping Insurance Holdings HK  26% 12% -1.4 1% 4.6% -20.1%
CNEOOOO01R84  Ping An Ins Group Co of China (A) CN 19%  21% 2.3 10% 4.9% -38.3%
CNE1000003X6  Ping An Ins Group Co of China (H) HK 19%  21% 2.3 10% 4.0% -33.3%
JP3783420007 Hikari Tsushin Inc JP 16% 9% 1.9 32% 3.5% -37.5%
JP3100800006 Aica Kogyo Co. Ltd JP 14% 13% -0.9 66% 3.4% -14.3%
CNE1000008M8 China Pacific Insurance (Group) (A) CN 13% 15% 0.3 8% 57% -28.4%
CNE1000009Q7 China Pacific Insurance (Group) (H) HK 13% 15% 0.3 6% 6.3% -26.4%
CNE100001QQ5 Midea Group Co Ltd CN 12% 14% -2.1 34% 2.7% -23.1%
JP3188200004 Otsuka Corp. JP 11% 9% -3.2 54% 29% -18.9%
KR7064960008  SNT Motiv KR 10% 3% -2.8 25% 4.1% -39.0%
JP3205800000 Kao Corp. JP 8% 9% -0.8 45% 2.6% -27.3%
JP3344400001 Sanwa Holdings Corp. JP 7% 8% -0.8 35% 28% -3.3%
JP3684000007 Nitto Denko Corp JP 7% 18% -2.1 53% 2.5% -13.2%
JP3152740001 ABC-Mart Inc. JP 5% 15% -3.6 56% 33% -16.2%
KR7086280005  Hyundai Glovis Co Ltd KR 5% 7% -0.4 27% 2.6% -23.3%

All information as of 2022-02-04

Source: IHS Markit, Factset

1. Fundamental analysis

Top 15 attractive dividend stocks in APAC

D E Average Average 22E
FY1P;:\2§E FI:rSzif\ziE Net Debt/EBITDA Payout Ratio dividenszieId
FY21-23E FY16-23E
Average 12.4% 12.6% 07 40% 3.7%
Median 11.9% 13.1% 08 37% 3.4%
Standard 5.8% 5.2% 1.9 14% 1.2%
Deviation

On average, the top 15 stocks are expected to generate a compound
annual growth rate (CAGR) of 12% over the period from FY16 and FY23.
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Those companies pay out around 40% of the earnings each year to
maintain the momentum. The stable growth in payouts of the companies
is likely to be achieved by the healthy financial positions, indicated by an
average leverage ratio (Net debt/EBITDA) of -0.7. It means the companies
are generally in a net cash positions for the period under analysis. This is
aligned with the strong FCF positions of the shortlisted stocks, the new
screening metrics we introduced this year. In a region where outsized
loans and negative FCF are more commonly found than AMER or EMEA,
these 15 stocks indeed stood out.

On average, the 15 stocks are expected to notch up a forward yield of
around 3.7%, compared with U.S 10-year Treasury yield of around 1.83%
as of 4th Feb 2022. China Pacific Insurance, a state backed insurer and
dual-listed in Mainland China and Hong Kong SAR leads the list with the
highest forward dividend vyield of 6.3%. Notably, although Japan
companies are known for their strong commitment for stable dividends to
shareholders, they typically generate relatively lower dividend yields. From
the list above, selected Japan companies, on average, are expected to
realize an average dividend yield of 3%.

2. Market/sector analysis

A variety of sectors are represented in top 15 list, underpinning the diverse
dynamics in APAC. In relative to last year however, the real estate players
from Mainland China and Hong Kong SAR such as Seazen group
(KYG7956A1094), Country Garden Holdings (KYG245241032) as well as
construction & material players related to properties are missing from the
list, given the wrenched property scene in those two markets.

On the other hand, the market composition of top attractive dividend stock
list remains largely unchanged with Japanese players dominating half of
the list. We attribute this to the cultural factor where the stability and
predictability of dividend streams over long period of time is highly valued
across Japanese corporates. Aica Kogyo (JP3100800006), Otsuka Corp
(JP3188200004) retained their names in the list for consecutive years on
the back of solid dividend track records despite more stringent screening
metrics we introduced this year. It is also notable that several Japanese
companies stretched their cash flow positions to sustain dividend payout.
Kyudenko corp (JP3247050002), Kamaji Gumi (JP3266800006) the two
construction & material companies are eliminated due to their FCF
positions.
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Without a surprise, the strongest dividend growth momentum came from
Mainland China. Three Mainland China insurers - China Taiping
Insurance (HKO000055878), Ping An Insurance Group
(CNEOOOOO1R84, CNE1000003X6), China Pacific Insurance Group
(CNE1000008M8, CNE1000009Q7) - topped the list with double-digit
payout growths. They have achieved fast earnings growths over the past
decade and are expected to maintain the trend going forward. The rising
middle-income class and ageing population create increasing demand for
the insurance services. Thus, the industry has played an increasingly
important role in serving the real economy in recent years, with the
aggregate of insurance coverage provided by the sector soared 34.6% in
2021 from one year ago, as per the data from China Banking and
Insurance Regulatory Commission. The burgeoning industry will inevitably
benefit the fundamentals of the players and in turn, their prospects of
future payouts.

Last but not least, two South Korean companies are shortlisted in our list
this year - SNT Motiv (KR7064960008) and Hyundai Glovis
(KR7086280005). Both companies have been steady dividend payers
with more than a decade of records. They are closely related to the
automakers in Korea as SNT Motive supplies automobile parts while
Hyundai Glovis offers overseas shipment for finished cars. Considering
the aggressive sales Hyundai and Kia’s aggressive new launches and
production plan, we are positive that the two companies would be able to
sustain progressive payouts.
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Appendix

Top attractive dividend stocks in APAC (trading above last year's price included)

DPS EPS Past 1-
CAGR CAGR FY21-23E FY18-20 FY22E .
ISIN Name Sector Mkt in in average net average dividend yeirr]gzctee
FY16- FY21- Debt/EBITDA DPS/FCF Yield (go)
23E 23E

HK0000055878 China Taiping Insurance Holdings Insurance HK 26% 12% -1.4 1% 4.6% -20.1%
KYG5635P1090 Longfor Properties Real Estate HK 25% 14% 1.9 18% 4.2% 6.1%
KR7030000004 Cheil Worldwide Media KR 21% 15% -14 42% 4.9% 8.7%
CNEOOOO01R84 Ping An Ins Group Co of China (A) Insurance CN 19% 21% 2.3 10% 4.9% -38.3%
CNE1000003X6 Ping An Ins Group Co of China (H) Insurance HK  19% 21% 2.3 10% 4.0% -33.3%
JP3783420007 Hikari Tsushin Inc Telecommunications JP 16% 9% 1.9 32% 3.5% -37.5%
KYG2108Y1052 China Resources Land Real Estate HK 14% 11% 1.7 37% 4.2% 21.6%
JP3100800006 Aica Kogyo Construction & Materials JP 14% 13% -0.9 66% 3.4% -14.3%
JP3219000001 Kamigumi Industrial Goods & Services JP 13% 9% -1.4 27% 2.6% 15.5%
CNE1000008M8 China Pacific Insurance (Group) (A) Insurance CN 13% 15% 0.3 8% 5.7% -28.4%
CNE1000009Q7 China Pacific Insurance (Group) (H) Insurance HK 13% 15% 0.3 6% 6.3% -26.4%
CNE100001QQ5 Midea Group Co Ltd Consumer Products CN 12% 14% -2.1 34% 2.7% -23.1%
JP3735400008 Nippon Telegraph & Tel Telecommunications JP 12% 16% 1.9 33% 3.3% 25.4%
JP3188200004 Otsuka Corp. Technology JP 11% 9% -3.2 54% 2.9% -18.9%
KR7064960008 SNT Motiv Automobiles & Parts KR 10% 3% -2.8 25% 4.1% -39.0%
KR7010130003 Korea Zinc Basic Resources KR 10% 3% -1.1 62% 3.1% 24.2%
CNE1000002G3 China Comms Services Corp (H) Telecommunications HK 10% 7% -5.5 32% 5.3% 19.4%
JP3496400007 KDDI Corp Telecommunications JP 9% 4% 0.2 27% 3.3% 17.9%
JP3420600003 Sekisui House Consumer Products & Services JP 8% 13% -0.1 49% 3.8% 12.9%
AUOOOO0OAUB9 AUB Group Insurance AU 8% 5% 0.1 50% 2.6% 45.1%
JP3205800000 Kao Corp Personal Care, Drug & Grocery Stores JP 8% 9% -0.8 45% 2.6% -27.3%
JP3344400001 Sanwa Holdings Corp Construction & Materials JP 7% 8% -0.8 35% 2.8% -3.3%
JP3684000007 Nitto Denko Corp Chemicals JP 7% 18% -2.1 53% 2.5% -13.2%
JP3942400007 Astellas Pharma Health Care JP 7% 39% -1.7 32% 2.5% 11.9%
TW0008464009 Nien Made Enterprise Consumer Products & Services TW 7% 14% -0.8 79% 3.6% 5.5%
JP3152740001 ABC-Mart Retail JP 5% 15% -3.6 56% 3.3% -16.2%
KR7086280005 Hyundai Glovis Industrial Goods & Services KR 5% 7% -0.4 27% 2.6% -23.3%

All information as of 2022-02-04
Source: IHS Markit, Factset
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About IHS Markit

IHS Markit (Nasdaq: INFO) is a world leader in critical information,
analytics and solutions for the major industries and markets that drive
economies worldwide. The company delivers next-generation
information, analytics and solutions to customers in business, finance
and government, improving their operational efficiency and providing
deep insights that lead to well-informed, confident decisions. IHS Markit
has more than 50,000 key business and government customers,
including 85 percent of the Fortune Global 500 and the world’s leading
financial institutions. Headquartered in London, IHS Markit is committed
to sustainable, profitable growth.

IHS Markit is a registered trademark of IHS Markit Ltd and/or its
affiliates. All other company and product nhames may be trademarks of
their respective owners © 2018 IHS Markit Ltd. All rights reserved.

Disclaimer

The information contained in this presentation is confidential. Any
unauthorised use, disclosure, reproduction or dissemination, in full or in
part, in any media or by any means, without the prior written permission
of IHS Markit or any of its affiliates ("IHS Markit") is strictly prohibited.
Opinions, statements, estimates and projections in this presentation
(including other media) are solely those of the individual author(s) at the
time of writing and do not necessarily reflect the opinions of IHS Markit.
Neither IHS Markit nor the author(s) has any obligation to update this
presentation in the event that any content, opinion, statement, estimate
or projection (collectively, "information") changes or subsequently
becomes inaccurate. IHS Markit makes no warranty, expressed or implied,
as to the accuracy, completeness or timeliness of any information in this
presentation, and shall not in any way be liable to any recipient for any
inaccuracies or omissions. Without limiting the foregoing, IHS Markit shall
have no liability whatsoever to any recipient, whether in contract, in tort
(including negligence), under warranty, under statute or otherwise, in
respect of any loss or damage suffered by any recipient as a result of or in
connection with any information provided, or any course of action
determined, by it or any third party, whether or not based on any
information provided. The inclusion of a link to an external website by IHS
Markit should not be understood to be an endorsement of that website or
the site's owners (or their products/services). IHS Markit is not responsible
for either the content or output of external websites. Copyright ©2018,
IHS Markit. All rights reserved and all intellectual property rights are
retained by IHS Markit.
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Contacts:

Stella Lim

APAC Dividend Research Lead
Equity Data & Analytics
stella.lim@ihsmarkit.com

Ralph Chen

Research Analyst II

Equity Data & Analytics
ralph.gihang@ihsmarkit.com

Tel: +65 6805 7030
Email: DividendsAPAC@ihsmarkit.com

For further information, please visit www.ihsmarkit.com
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