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Executive Summary

Sector Outlook

Despite economic uncertainty, market consensus
expects an upward trajectory in construction
spending and revenue outlook.

The outlook of the sector is supported by
government infrastructure spending bills and
opportunities arising from megatrends such as
digitalisation and energy transition.

However, the recent US tariffs and policies may
lead to higher material costs and a tighter
labour market for skilled workers, potentially
impacting construction players with US exposure.

Hybrid

Sector Challenges with Distinct Regional Dynamics

Over the past 10 years, Chinese construction
players have expanded at a fast pace, leaving
strained balance sheet capacity and subdued
valuations.

Margin compression would have more on impact
on China and Europe / North America
construction players, with the former already
operating at lower margins and the latter more
vulnerable to cost inflation .

Asia Pacific players have the most resilient
balance sheets, but there is still room to improve
valuations and seek balance sheet efficiencies.

What Does This Mean?
Capital Structure Strategies To Adopt
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Market Outlook

Sector Outlook Cost Outlook
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Sector Challenges

Balance Sheet Headroom Margin Sensitivity

Chinese players have a more constrained balance
sheet, but benefit from their strong SOE background

S&P Ratings and Leverage Headroom

Rating?
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Asia Pacific players are able to better withstand a
margin compression, while other regions may be
more impacted
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Valuations

An improvement in profitability by Chinese players
can potentially uplift their valuations
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Sources: SCB Analysis, Company Reports, Capital IQ

Notes: (1) Headroom based on S&P anchor rating resulting from a combination of Business and Financial risk profiles; (2) Sector average rating and business risk profile.
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What Does This Mean?

Capital Allocation Working Capital Efficiency Hybrid

Chinese players may need to pivot capital allocation
policies to repair balance sheets

Past 5 years aggregate capital allocation /
cash flow from operations

Working capital optimisation could also potentially
relieve rating stress, especially in China where a
higher DSO is observed

FY2024 Working capital cycle

The sector requires significant debt reduction to
maintain current credit ratings, and hybrids can be a
useful instrument to achieve deleveraging

Debt reduction needed to restore to credit rating
threshold (USD bn)
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What's Next?

Standard Chartered can be your trusted strategic thought partner, offering expertise and guidance as youv navigate medivm-term
capital planning and execution

In-depth review to maximize efficiencies
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Working Capital Optimisation Optimal Capital Allocation Target Capital Structure ESG Rating Optimisation
Evaluating potential working capital Defining a fit-for-purpose capital Identify potential funding gap and Assess the importance of ESG rating
efficiencies and the related capital allocation policy that meets your the possible funding options based on| | on capital structure and identify ESG
release via sector best-practice long term priorities bespoke bottom-up analysis rating improvement levers
insights
. J \\ J \\ J \\ J

SCB'’s suite of financing solutions can help navigate the next phase of growth

Trade Finance Loan Market Solutions Debt Capital Markets Risk Management
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Capital Structure & Rating Advisory | Key Contacts

CSRA Leadership

Shoaib Yaqub

Managing Director,
Global Head

9

Raza Piracha

Executive Director,
Africa & Middle East
Cluster Head

Andrew Leung Fabio Pasquale
Executive Director, Executive Director,
Greater China & North Europe Cluster Head

Asia Cluster Head

| [

Anh Khuat Jong Boo Yoo
Executive Director, Executive Director,
ASEAN & South Asia Americas Cluster Head
Cluster Head

At Standard Chartered, our global footprint and deep presence across emerging and
developed markets set us apart as a trusted partner for clients navigating complex
financing environments.

Capital Structure & Rating Advisory (CSRA) was established to help Corporate clients
and Fl & Sovereigns map out a robust long-term capital structure strategy. We partner
with clients to assess balance sheet efficiency, prepare for rating agency interactions,
and evaluate market implications of strategic decisions — delivering tailored advice that
bridges analytical rigor with practical execution.

Contributors

Eugenia Sen

Global Sector Coverage

Isabelle Chastagner Leah Zhang
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Disclaimer

Regulatory Disclosure:-

Banking activities may be carried out internationally by Standard Chartered Bank, its branches, representatives, any of its relevant holdings companies, subsidiaries,
related corporations and affiliates (collectively the “Standard Chartered Group”) in any jurisdiction according to local regulatory requirements. With respect to any
jurisdiction in which there is a Standard Chartered Group entity, this document is distributed in such jurisdiction by, and is attributable to, such local Standard Chartered
Group entity. Recipients in any jurisdiction should contact the local Standard Chartered Group entity in relation to any matters arising from, or in connection with, this
document. Not all products and services are provided by all Standard Chartered Group entities. For further information on our regulatory disclosures and the financial
standards we adhere to, please visit:- https://www.sc.com/en/regulatory-disclosures.

Risks related to Benchmarks:-

For information about the risks related to the use of benchmarks in loans and in debt securities, please see https://www.sc.com/en/regulatory-disclosures/benchmark-
reform/.

Subject Companies:-

Standard Chartered Group makes no representation or warranty of any kind, express, implied or statutory regarding this document or any information contained or
referred to in this document.

Market-Specific Disclosures: If you are receiving this document in any of the markets listed below, please note the following:

Australia: Standard Chartered Bank has the following Australian Registered Business Number (ARBN: 097571778) and is the holder of an Australian Financial Services
Licence (No: 246833). Australian counterparties should note that this document was prepared for “wholesale clients” only within the meaning of section 761G of the
Corporations Act 2001 (Cth) (Act) and the Corporations Regulations. This document is not directed at persons who are “retail clients” as defined in the Act. Standard
Chartered Bank (Hong Kong) Limited is exempt from the requirement to ho/d'an Australian financial services licence under the Corporations Act of Australia in respect of
the financial services it provides. Standard Chartered Bank (Hong Kong) Limited is regulated by the Hong Kong Securities and Futures Commission under the laws of
Hong Kong, which differ from Australian laws.

China: This document is being distributed in China by, and is attributable to, Standard Chartered Bank (China) Limited which is mainly regulated by National Financial
Regulatory Administration (NFRA), State Administration of Foreign Exchange (SAFE) and People’s Bank of China (PBoC).

European Economic Area: In Germany, Standard Chartered Bank AG, a subsidiary of Standard Chartered Bank, is authorised by the European Central Bank and supervised
by the Federal Financial Supervisory Authority (Bundesanstalt fur Finanzdienstleistungsaufsicht-“BaFin”) and the German Federal Bank (Deutsche Bundesbank). This
document is directed at persons Standard Chartered Bank AG can categorise as Eligible Counterparties or Professional Clients (such persons constituting the target
market of this communication following Standard Chartered Bank AG’s target market assessment) as defined by the Markets in Financial Instruments Directive Il (Directive
2014/65/EV) (“MiFIDII") and the German Securities Trading Act (“WpHG”"). No other person should rely upon it. In particular, this is not directed at Retail Clients (as
defined by MiFID Il and WpHG) in the European Economic Area. Nothing in this document constitutes a personal recommendation or investment advice as defined by
MiFID Il and WpHG.

Hong Kong: This document is being distributed in Hong Kong by, and is attributable to, Standard Chartered Bank (Hong Kong) Limited which is regulated by the Hong
Kong Monetary Authority (“‘HKMA”) and the Hong Kong Securities and Futures Commission (“SFC”).

India: This document is being distributed in India by Standard Chartered Bank (India branch), a scheduled commercial bank licensed by the Reserve Bank of India (RBI), as
a merchant banker registered with the Securities and Exchange Board of India (SEBI).

Japan: This document is being distributed to the Specified Investors, as defined by the Financial Instruments and Exchange Act of Japan (FIEA), for information only and
not for the purpose of soliciting any Financial Instruments Transactions as defined by the FIEA or any Specified Deposits, etc. as defined by the Banking Act of Japan.
Korea: This document is being distributed in Korea by, and is attributable to, Standard Chartered Securities Korea Limited which is regulated by the Financial Supervisory
Service and Financial Services Commission.

Singapore: This document is being distributed in Singapore by Standard Chartered Bank (Singapore) Limited (UEN No.: 201224747C) only to Accredited Investors or
Institutional Investors, as defined in the Securities and Futures Act 2001 of Singapore. Recipients in Singapore should contact Standard Chartered Bank (Singapore) Limited
in relation to any matters arising from, or in connection with, this document.

South Africa: Standard Chartered Bank is licensed as a Financial Services Provider in terms of Section 8 of the Financial Advisory and Intermediary Services Act 37 of 2002.
Standard Chartered Bank is a Registered Credit Provider in terms of the National Credit Act 34 of 2005 under registration number NCRCP4.

UAE (DIFC): Standard Chartered Bank, Dubai International Financial Centre (SCB DIFC) having its offices at Dubai International Financial Centre, Building 1, Gate Precinct,
P.O. Box 999, Dubai, UAE is a branch of Standard Chartered Bank and is regulated by the Dubai Financial Services Authority (‘DFSA”). This document is intended for use
only by Professional Clients and is not directed at Retail Clients as defined by the DFSA Rulebook. In the DIFC, we are authorised to provide financial services only to clients
who qualify as Professional Clients and Market Counterparties and not to Retail Clients. As a Professional Client, you will not be given the higher retail client protection and
compensation rights and if you use your right to be classified as a Retail Client, we will be unable to provide financial services and products to you as we do not hold the
required license to undertake such activities. In respect of Islamic finance transactions, Standard Chartered Bank is acting under the supervision of its Global Shariah
Supervisory Committee. Relevant information on Standard Chartered Bank’s Global Shariah Supervisory Committee is currently available on the Standard Chartered Bank
website in the Islamic Banking section at http://www.standardchartered.com/en/banking-services/islamic-banking/shariah-supervisory-committee.html.

United Kingdom: In the United Kingdom, Standard Chartered Bank is authorised by the Prudential Regulation Authority (‘PRA") and regulated by the Financial Conduct
Authority (“FCA”) and the PRA. This document is directed at persons Standard Chartered Bank can categorise as Eligible Counterparties or Professional Clients (such
persons constituting the target market of this communication following Standard Chartered Bank's target market assessment) as defined by the FCA Handbook. No other
person should rely upon it. In particular, this is not directed at Retail Clients (as defined by the FCA Handbook) in the UK. Nothing in this document constitutes a personal
recommendation or investment advice as defined by the FCA Handbook.

United States: Except for any documents relating to foreign exchange, rates or commodities, distribution of this document in the United States or to U.S .persons is
intended to be solely to major institutional investors as defined in Rule 15a-6(a)(2) under the U.S. Securities Exchange Act of 1934. All US. persons that receive this
document, by their acceptance thereof, represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in
securities. Any U.S. recipient of this document wanting additional information or to effect any transaction in any security or financial instrument mentioned herein, must do
so by contacting a registered representative of Standard Chartered Securities (North America) Inc., 1095 Avenue of Americas, New York, NY 10036, US, tel: +1212 667 1000.
WE DO NOT OFFER OR SELL SECURITIES TO U.S. PERSONS UNLESS EITHER (A) THOSE SECURITIES ARE REGISTERED FOR SALE WITH THE U.S. SECURITIES AND EXCHANGE
COMMISSION AND WITH ALL APPROPRIATE U.S. STATE AUTHORITIES; OR (B) THE SECURITIES OR THE SPECIFIC TRANSACTION QUALIFY FOR AN EXEMPTION UNDER
THE U.S. FEDERAL AND STATE SECURITIES LAWS NOR DO WE OFFER OR SELL SECURITIES TO U.S. PERSONS UNLESS (i) WE, OUR AFFILIATED COMPANY AND THE
APPROPRIATE PERSONNEL ARE PROPERLY REGISTERED OR LICENSED TO CONDUCT BUSINESS; OR (i) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE
PERSONNEL QUALIFY FOR EXEMPTIONS UNDER APPLICABLE U.S. FEDERAL AND STATE LAWS.

The information in this document is provided for information purposes only and is not intended to create any legally binding obligations or fiduciary duties on the part of
Standard Chartered Group. It does not constitute independent research or a research recommendation, nor does it constitute any offer, recommendation or solicitation to
any person to enter into any transaction or adopt any hedging, trading or investment strategy in relation to any securities or other financial instruments, nor does it
constitute any prediction of likely future movements in rates or prices or any representation that any such future movements will not exceed those shown in any illustration.
This document is for general evaluation only, it does not take into account the specific investment objectives, financial situation, particular needs of any particular person
or class of persons and it has not been prepared for any particular person or class of persons. Users of this document should seek advice regarding the appropriateness of
investing in any securities, financial instruments or investment strategies referred to in this document and should understand that statements regarding future prospects
may not be realised.

Opinions, assumptions, forecasts, projections and estimates are as of the date indicated and are subject to change without prior notice. Past performance is not indicative
of comparable future results and no representation or warranty is made regarding future performance. The value and income of any of the securities or financial
instruments mentioned in this document can fall as well as rise and an investor may get back less than invested. Future returns are not guaranteed, and a loss of original
capital may be incurred. Foreign-currency denominated securities and financial instruments are subject to fluctuation in exchange rates that could have a positive or
adverse effect on the value, price or income of such securities and financial instruments.

Data, opinions and other information appearing herein may have been obtained from public sources, the Standard Chartered Group makes no representation or warranty
as to the accuracy or completeness of such information, whether obtained from public sources or otherwise. You are advised to make your own independent judgment
(with the advice of your professional advisers as necessary) with respect to any matter contained herein and not rely on this document as the basis for making any
trading, hedging or investment decision.

While all reasonable care has been taken in preparing this document, the Standard Chartered Group makes no representation or warranty as to its accuracy and
completeness. The Standard Chartered Group is under no obligation to inform you about the change (whether known or apparent to the Standard Chartered Group) to
the information in this document. The Standard Chartered Group expressly disclaims any liability and will not be liable for any loss or damage arising directly or indirectly
(including special, incidental, consequential, punitive or exemplary damages) from your use of or reliance on this document, howsoever arising, and including any loss,
damage or expense arising from, but not limited to, any defect, error, imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or
due to any unavailability of the document or any part thereof or any contents or associated services. This material is strictly private and confidential and for the use of
intended recipients only. The contents may not be forwarded, reproduced, redistributed, copied in whole or in part or otherwise made available for any purpose and to any
person without the prior express consent of the Standard Chartered Group. In any jurisdiction in which distribution to private/retail customers would require registration or
licensing of the distributor which the distributor does not currently have, this document is intended solely for distribution to professional and institutional investors. This
document does not represent the views of every function within the Standard Chartered Group, particularly those of the Global Research function.

The Standard Chartered Group is not a legal or tax adviser, and is not purporting to provide you with legal or tax advice. If you have any queries as to the legal or tax
implications of any investment you should seek independent legal and/or tax advice. The Standard Chartered Group, and/or a connected company, may have a position
in any of the instruments or currencies mentioned in this document.

Standard Chartered Group makes no representation or warranty as to whether sustainability labels or statements are appropriate or meet specific classification
requirements or standards. Actual outcomes and results may differ materially from those expressed in, or implied by, any forward-looking statements relating to, without
limitation, sustainability targets, strategy or objectives.

Standard Chartered Bank and/or any member of the Standard Chartered Group or its respective directors, officers, employee benefit programmes or employees, including
persons involved in the preparation or issuance of this document, may at any time, to the extent permitted by applicable law and/or regulation, be long or short any
securities or financial instruments referred to in this document and on the website or have a material interest in any such securities or related investment, or may be the
only market maker in relation to such investments, or provide, or have provided advice, investment banking or other services, to issuers of such investments. Within the last
three years, the Standard Chartered Group may be involved in activities such as dealing in, holding, acting as market makers or liquidity providers, or performing financial
or advisory services including but not limited to acting as manager or co-manager for a public offering of securities of issuers referred to herein. The Standard Chartered
Group may have received or may expect to receive remuneration for investment banking services from companies mentioned herein. Accordingly, the Standard Chartered
Group may have a conflict of interest that could affect the objectivity of this document. The Standard Chartered Group has in place policies and procedures and physical
information walls between its Research Department and differing public and private business functions to help ensure confidential information, including material non-
public or inside information, is not disclosed unless in line with its policies and procedures and the rules of the regulators.

© 2025 Standard Chartered Group. All rights reserved. Copyright in third party materials is acknowledged and is used under license. You may not reproduce or adapt any
part of these materials for any purposes unless with express written approval from the Standard Chartered Group.
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