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Yeo Hiap Seng, 1995

An exercise in valuation and risk arbitrage

In mid-1995, the Singaporean food and beverage group Yeo Hiap Seng was embroiled in a
potential takeover battle. With access to the lucrative China market at stake, and powerful
financial groups based in Malaysia, Indonesia and Singapore itself involved, the saga offered
opportunities for profitable "risk arbitrage” for investors with the ability to place a value on the
existing and potential worth of the company.

Please read the attached articles, and try to decide which is the best of the following strategies:

(1) Sell your existing shares of YHS, Having bought them at an average price of §$3.60,
you ¢an make a good profit by selling out at the going price of $$4.90.

(2) Buy more shares of YHS, but get ready to sell out quickly when they reach the highest
level of local valuation assessments, namely $$5.30 per share.

(3) Buy shares of the Malaysian group First Capital Corp, controlled by Quek Leng Chan.

(4) Buy shares of Sembawang, the Malaysian government-linked company that has
become a potential partner with FCC in the takeover of YHS.

(5) Buy shares of Orchard Parade Holdings, the listed vehicle of the Singapore group led
by Ng Teng Fong, FCC's main rival for control of YHS.,

Evaluate and comment on the potential gains and risks of each action. Be sure to relate your
answers to the experience of shareholders in takeover battles in the United States and elsewhere.
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The battle for Yeo Hiap Seng

F.82

High price to pay if Ng

By Goh So0 May
and Koh Keat Kian

A TAKEQVER battle for the
relatively small listed food
and beverage group Yeo Hiap
Seng seems 10 be looming, go-
ing by the talk in the market.
But if tycoon Ng Teng Fong
decides to take up the cudgel
thrown by rival Quek Leng
Chan, it will be at & high cost.

Yesterday, YHS shares
closed at $4.90, 2 whopping 82
cents gain from its pre-sus-
pension price of §4.08 and a
full 20 cents above the take-
over price offered by the con-
sortium led by Hong Leong
Malaysia's Quek Leng Chan.

Brokers reported “fecvent
retail interest in the stock™

and ‘at ieast one hroking .

house, Kay Hian James Capel
is recommending a “specula-
tive buy” on YHS following
the latest development

Althoungh nefther Mr Ng
Teng Fong nor his listed ve-
hicke Orchard Parade Holgd-
ings (OPH) has responded of-
ficially to the challenge,
market rumour is rife that a
counter offer will be made at
not lese than §5.

. This looks the case if one
takes into account Far East
Organisation’s declaration
that it had bought another
86,0000 shares at $4.90 each
yesterday. raising Mr Ng's
stake to 24.83 per cent.

Mr Ng had shown that he
is quick to seize a pood op-
portunity when he bought in-
to YHS last vear at the height
of a bitter feud among Yeo
family members for control of
YHS. The feud ended with
former YIS chairman Alan
Yeo losing control to Mr Ng.

But the feat had also re-
sulied in an unhappy Mr Yeo
forming an alliance with Mr
Quek, who first sparked off
speculation of a takeover bat-
tle when he started to accu-
mulate YHS ghares in Febru-
ary .through First Capital
Corporation (FCC)

Both Mr Ng and Mr Quek
also sought and obtained apr
proval from the shareholders
of their respective listed ve-
hicles for such an eventuality.

Everything however, ap-
peared to have quietened
town, when the two protago-
nists were seen to have
reached some sort of an un-
derstanding when OPH and
FCC announced a tieup to
develop a commercial com-

Quek Leng Chan’s
maoves

M February 23 :
First Gapital Corporation {FCC)
buys 5.5 per cent stake in Yeo
Hiap Seng (YHS) through
Camerlin,

M Between Feb 27

and March 2;

FGG raises YHS stake to

6.7 per cent through purchases
worth $1.3,13 million.

m March 16: Ng Teng Fong's
FOC announces s counter measures
Increased stlake 1o
14.6 per cent, u E}W%rcdhpﬂ e Holdi

. renara Farade Holdings

W March 22: (OPH) seeks shareholders’

FCC buys angther 226,000 approval to buy up to 51

shares, intreasing stake to
14.7 per cent,

B March 27:
FGC announces stake will
increase 1o 20.85 per cent
atter it buys more shares
from holding company Guaca,

& March 31:
Quek annaunges an ingrease in
stake 0 21.04 per cent through
Guaco. FCG intends to acquire
Guoco's shares.

W April 10-12:

“takeoven Iml

Gungs buys more shares, ups
Quek's stake to 22,86 per cent. YHS shgras.
B .June 1:
FgC receives HJune 15:
shareholders’ authorisatian at '
EGM to buy more YHS shares, Ng's son Robert Ng, .
including those acquiced by elected as the company's
Guoco. non-executive chairman
after Wong Yip Yan
WJune 26 : ) stepped down.
EGC togt;._ther ‘\-rlwth gen‘ébawang ]
arporation, Haw Par Brothers .
Interngtional and Indonesia's .-l\ill‘l'le 271 -
Salim group mount 3 takeover , g's Far Ea;t Crganisation
of YHS increases hig stake by a
further 0.06 per cent to
bring his interest to
24.83 per cent.

Timesgtaphics

per cent of YHS. Ng has
effective contral of YHS
through a 21,18 per cent
stake.

B March 28 :
Ny discloses that ke has
raised stake in YHS to
24.77 per cent,

[ | AJ)I’II 6:
OPH shareholders give
greenlight to buy more

plex in Sichuan province dur-
ing Prime Minister Goh Chok
Tong's visit to China last
month.

This was especially so,
when Mr Npg's con, Robert Ng
was appointed chairman of
YHS less than two weeks ago.

But now, all that may just
prove t0 be the proverbial
1ufl before the storm,

Some analysts feel that af-
ter all that Mr Ng has
achieved in YHS, he will not
be willing to give up without
a fight.

group takes up cudgels

But the question also be-
ing asked is whether Mr Ng
would find it worthwhile to
pit his strength against the
formidable resources of the
group which the Quek side
has lined up.

Although the takeover hid
is being launched through
FCC's subsidiary Camerlin,
following the exercige, FCOC
would hold 40 per cent of Ca-
merlin while the Semnbawang
group, the Indonesian Saljm
group and Haw Par Brothers
International would hold 20
per cent each,

"“Camerlin’s shareholding
structure at the end of the
exercise is designed to dis-
courage a counter-bid,” said
DBE Investment Research |
yesterday. L

To obtain a majority stake
of 51 per cent, Mr Ng would
need to acguire a further 37.2
million =shares. The cost
would work out to over $150
million, or even more, if the
share price continues to rige
on the open market.

“Mr Ng will bé straining
his financial muscles OPH,
which has been officially ap-
pointed as the takeover vehi-
cle, is already highly geared,
But then again, if Mr Ng
wants {0, 1 zm sure he can
find the funds for a counter
attack,” said one analys{ yes
terday,

It is, however, also con-
ceivable that Mr Ng should
chaose to sell out at the end of
the day.

Q inalysts said at $4.70, the
uel group is ing a high

premigm c?n YKBIS sggres rgl-

ative to its Net Asset Value.

Except for listed Kay Hian
James Capel which has val-
ned the NAV at §5.30, The es-
timates for YHS shares by
the other broking houses
range between §2.50 and $4.20.

“The long term prospects
and the vast opportunity of
fered by the China market al-
so carries with it high cost
involved in training, market-
ing and distribution” zaid the
F&B analyst of a local listed
broking house yasterday.

She estimates that Mr Ng
had paid an average price of
$3.70 for his YHS shares. That
would mean & profit of §1 per
YHS ghare in just a year —
working out to roughly 316
million,

“That is a better return
than running the competitive

.. food business, which is hay-

ing to wrestle with rising raw
material costs at the mo-
ment,” said the analyst.
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YHS tells shareholders not
to act pending advice

Teng Fong ups stake, said to be preparing counter bid of up to $5.30 a share

(Shars pries (561

Apr iz
Wing Ta
makas
takeover
bid at $3.33

a share

|

\"‘*oMay13:

Ng Teng Fang stans buying

The siaiking of YHS

\' May 5: Chadas Yao's camp rejects bid

T

" Feb1T:
Cuek Lang Chan
buys YHS shares

!

May 16: J Jun 26:

FCCgats  MrQuek
ned 1o makes
buy more lakepvar
Yidg bidf at
sharas 8,708

. share

8y Genevieve Cua

SINGAPORE == Takeover
target Yeo Hiap Seng (YHS)
vesterday advised its share-
holders not to act on & general
offer, amid macket specula-
tion that property tycoon MNg
Teng Fong 1s gearing up (0
make 2 counter bid of up o
$5.30 a sharc,

On Monday, a congortium
of corporate heavyweights led
by Malaysian businessmian
Quck Leng Chan mounted a
takeover bid for the listed
beverage proup at 34,70 per
shure. Mr Quok’s stake in
YHS stunds ar 25,78 per cont,

Trading in YHS shares re-
sumed yesterday at 2pm and
the stock shot up o $3 on just
one lot traded. It clesed at
54,30 on a voiume of 592
millton shares, up 82 cenls on
the day.

The big question i wheth-
er u counter-offer by Mr Ng,
who als owns <lose (o 27 per
cent of YHS, 13 imminent.

Most analysis belicve a
takeaver battle looms. Salo-
mon Brothers rescarch disges
tor Bruce Rolph said: “Histo-
oy indicates thot this sort of
bautle is rarely wen on the
{iest round.”

MNoting that YHS' share

price is underpinned by its
property assets, Mr Rolph ad-
ded: “When you get an cntre-
nrencurial fight like this,
sgmetimes the valuations they
are willing to pay run wel
ahead of near-term valuations
far the company.”

Mr Quek™s bid values YHS
at 5667 million. AL the rus
moured counter-bid of $5.30,
the company would be worth
§752.6 muilion.

Most houses are quoting a
net asset valuation for YHS
ranging from 53.80 o just
over §4 per ghare. The most
apgressive valuation is by Kay
Hian James Capet (KHIC),
which pegs it at 83534,

KHIC analyst Jasming
Pong said: “Shareholders
should wait and see if Mr Ng
comes up with a better offer,
If the rumours are right, there
is very Iittle downside.™

For the second day, ¢xeeu-
tives of the companics con-
trodled by Mr Ny — Far East
Qrganisation, OQrehard Parade
Holdingd, Siao Land in Hong-
kong and YHS itsell — could
not be contacted.

The For East Orgenisation,
howuever, notified the stock
exchange that 1t acquired
#6,000 sharcs yesterday at
£4.90 apicce. This brings Mr

MNg's holding to 35.27 million
shares or 24.83 per cent, still
below the mandatery take-
aver rigger point of 25 per
cent.

YHS, in its statement yes-
terday, said it would send out
a circular of its recommenda-
tions within two weeks of its
receipt of an offer document
from Camerlin, a subsidiary
of First Capital Corporation
and Mr Quek’s vehicle to buy

‘up YHS shares.

"The directors of YHS will
be appeinting 2 merchant

bank to advise the sharehold-

s of YHS on the offer,” it
said. “'In the meantime,
shareholders are advised lo
refrain from taking any action
in rctation to the offer.”

[f Mr Ng decides to sell his
shares al the offer price of
34,70, he could gain between
$32 million and 539 million
as Nis aversge cost for YHS
ghares ix believed to be bes
tween §3.60 and 33,80 apicce.
[ he selis in the open market
sl yesterday's close of $4.90,
le stonds Lo gamn 540 mallion
o 547 million.

Until recently, he and Mr
Quek  appeared to have

reached a stalemate with his
holding at 24,77 per cent and
Mr Quek's at 22.86 per cent.

Some analysts say it would
make more sense for Mr
Quek’s consortium to have
YHS as it comprises compa-
nies owned by government-
linked Sembawang Cerpora-
tign, diversified Haw Par
Brothers International and in-
fluential Indoncsian conglom-
erate Salum. Their respeclive
companies == Svmbawang Ln-
dustrial, Straits Maritime
Leasing and EMP e will
cach take a 20 per cent stake
in Cameriin, witlt FCC retain-
ing a 40 per cent interest.

Ms Pong of KHIC said the
consortium  offered not just
property development expers
tise in Mr Quek’s FCC group.
but also a food base in the
Salim group,

“UThe development is quite
positive, because now a lake-
over banle will force the is-
sue. We'll nave one winner
and we'll know for sure
whether the YHE manage-
mment is going to stay,” she
said,

® Quick end to tussle will benefit YHS, Pg 17
® Why Sembawang, Haw Par are in the hunt, Pg 17

e
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Quick end to saga can only benefit YHS

1994

Prolonged takeover battle

majority, :

to prevent his custer.

Juli

Juls
. execttive chairman,
Jul 8 - OPH owns 21 per cent.

Apr22 - Wing Taj launches takecver offer for YHS at $3.33 a shara.
May 5 - Charles Yeo rval camp rejects Wing Tai offer with 53 per cent

May 9 - Alan Yeo's fivals move to aust him as chaiman.
May 13 - Ng Teng Fong begins to acquire shres, stake at 10.5 percent.
May 18 - Alan Yeo fiies patition to wind up YHS Moldings, seeks injunction

May 21 - Orchard Parade Holdings {OPH) holds 16 per cent of YHS,
May 23 - Court hearing on application by Alan Yeo t prevent his ouster.
May 27 - Interim order to prevent YHS Holdings from Qusting Alan Yeo,
Jun 10 - Alan Yeo appeals to shareholders to vote against his removal,
Jun 18 - OPH now owns 19.76 per cent,

Jun 20 - Court hearing begins on patition to wind up YHS Holdings.

- Court hearing ends with order to wind up YHS Holdings.

- YHE board compesttion changes, Alan Yag to become non-

Jul 13 - Members of rival camp, Charles ang Henry Yeo, asked to leave.
Aug 28 - YHS announcas interim aperating loss of $2.5 million for 1884, to
put up Chun King for sale,

may impede work of new management

. Twisting saga
Oct29 - Alan Yeo announces retirement as YHS exacutiva.

Dec 8 - YHS Holdings distributes 25.92m shares, cuts stake to 14.32%.
Dec 19 - Plan to sell Malaysian associate aborted.

1995

Feb 8 - Alex Chan named CEQ.

Fetr 17 - Quek Lang Chan has bought a 5.5% stake for §29.5m.

Mar 8 - Quek buys more YHS shares, ups interest to 6.7%, '
Mar 29 - Ng Teng Fong ups stake to 24.77% .

Mar 50 - YHS anncunces $2.1m loss for 1904,

Apr1 - Quek ups stake to 21.04%.

Apr 6 - OPH shareholders give nod for purchase of more YHS sharas.
Apr15 - Quek now holds 22.8% stake.
May 5 - Alan Yeo's holding company Lintien sells all its direct stake in

YHS.

May 16 - FCC gets shareholders’ nod to buy more YHS shares.

May 17 - YHS, OPH sign MOU on Chengdu food park,

dun 5 - Pepsico, 7-Up renew bottling deal with YHS for ane year.
YHS Holdings distributes 13,77m YHS shares, stake down to

0.07% stake.

Jun 12 - Wong Yip Yan steps down as YHS chairman.
Jun15 - Ng Terg Fong's son Aobert made chairman.

[

A R R bk e

"Three directors from Ng Teng Fong eamp on board of YHS. Jun 26 - Quek maunts takaover bid for YHS, raises stake to 25.89 per cent.

Sep 11 - Chng Hee Kok made CEO of Yeo Hiap Seng.

Jun 27 - Ng Teng Fong ups staka 1o 24,83 per cent.

By Genevieve Cua

SINGAPORE — When will
cmbattled beverage group
Yeo Hiap Seng Ltd be able 1o
get down to business?

At about this time last
ycar, a cotirt hesring was be-
ing held to decide on the
winding up of family compa-
ny Yeo Hiap Seng Holdings,
which then. held 2 controlling
share of roughly 39 per cent
in YHS.

YHS Holdings was eventu-
ally wound up, signafling the
loss of family control and
making the group vulnerable

as a takeover target. Property

tsar Mg Teng Fong, who be-
gan buying shares in the heat
of the family feud last vear,
emerged as the controlling
shareholder. Steady buying of
YHS shares over the past 12
months has given him a stake
to date of 24,83 per cent.

Mr Ng's faction, repre-
scnted by the ebullient entre-
preneur Wong Yip Yan of the
WyWy group, was to usher in
a new ara of professional
management, with Mr Wong
as head of an cxccutive com-
mittee and, more recently,
with former Hewlett Packard
chief Alex Chan roped in as
managing director,

Recently, Mr Wong
stepped aside from YHS'
board “delighted with the
progress and the vitality of
the management team®, a
YHE statement said.

In 3 recent press briefing,
Mr Chan indicated that sales
were recovering, although the
group had to contend with
rising costs and low staff mo-
rale. YHS; however, appears
to have made good progress
in its China expansion with
new projects in the pipeline,
and it also had its Pepsi fran-
chise extended by a year.

But just as YHS is begin-
ning to get its act together

Compiled by 87

after last vear's loss of $2.13
million, vet another sea
change appears underway. If
Malaysian corporate raider
Quek Leng Chan — today
YHS" biggest shareholder with
a stake of 25.89 per cent and
tacked by a powerful consor
tium — succeeds in his take-
over bid for YHS at 54,70 per
share, it will spell yet another
rmanagement revamp,

Whether Mr Ng will make
a counter offer remains to be
scen, but the sooner the
ownership Issuc is resolved,
the better. YHS must get
down to the business of mak-
ing moncy.

ATk bk Ak fen gy d p o g bade
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Why are Sembawang, Haw Par in YHS bid?

SINGAPORE — The banter around town
t5 that Sembawang Corp chairman Philip
Yeo will soon become chairman of Yeo
Hiap Seng. This is 1o ensure that 3 Yeo —
albert from a different family — will head
the listed soft drink muker.

A joke this may be, but s far it seems
the best explanation why Sembawang is
taking purt in 2 hestile bid for YHS. As to
what led the other parties — Haw Par
Brothers Iaternational and the Salim
aroup — to join m the YHS raid, there
aren’t ¢ven jokes. Analvsts and traders are
too puzzled by their involvement to make
wisecracks,

On Monday, Sembawang said it had
Joined forces not just with locally-listed
First Capital Corp but also with Haw Par
EBrothers, a2 member of Wee Cho Yaw's
United Overscas Bank group, and Indenc-
sian billionaire Liem Sioe Liong's Salim
group to offer a record 34.70 a share for
YHS.

FCC, an associate of Sembawang, iz
controlled by Malaysian tveoon Quek
Leng Chan and has accumulated about 25
per cent.of YHS in the past few months,

The stock market had been waiting for
FCC to make a bid for YHS. But it was
shocked when Mr Quek Brought in theee
pantners. YHS, after all, is not such a big
company that four heavvweights need to
work together. At fhe offer price, it is
valped at 5667 million. Even i there is a
counter bid — YIS controlting sharchold-
¢r Ng Teng Fong has just put his clder son
Kobert as YHS chairinan and may not be
tempted by the profit he can make from
actepting FCC's offer — commercial jogie
dictates that YHS should not be valued
beyond $750 mullion.

FCC, capitalised at more than $1 bil-

Lion and backed by Mr Quck’s massive
resources in Malaysia and Hongkong, can
casily swallow YHS on #ts own. So why
the partners? And more importantly, what
prospective return could induce thesc part-
ners to take on property tycgon Mr Ng by
joining in the raid on YHS?

A possible answer — as all answers
tend to be nowadays — is the potentiad for
YHS in China. Mr Quek, head of Hong
Leong Malaysia, is known to want to ex-
pind into the food and beverage business
in 2 big way. He already has an interest in
packaging and (s said to be eyeing a con-
trolling stake in Kian Joo. the biggest
listed can maker in Malaysia. ,

Talk was he and Mr Mg were working
wogether 1o take over YHS, with Mr Mg
given ownership of YHS in Singapore
while Mr Quek would take YHS Singa-
pore’s 40 per cent histed associate YIS

Malaysia. With a grentdy enlarged package =~

ing operation and the Yeo brands of popu-
tar drinks, Hong Leong Malaysia would be
wedl-placed to penctrate the fust-growing
é-’&_li markets in the region, particelarly in
v,

(Irontcally, both ¥HS and Kian Joo

R ————-
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were family-owned concemns that became
takeover targets due to interaal strife. The
Yoo clan that founded YHS has lost con-
trol of the campany but the See famity of
Kian Joo is still fighting in the courts.)

Sources say the Ng-Quek plan for YHS
fell through over some disagreement. A
disgruntled Mr Queck then approached
ousted YHS chairman Alan Yeo to buy
Mr Yeo's stake, or 50 the story gocs. This
gave him a foothold in YHS, from which
he could launch his bid o wrest the com-
pany from former patner Mr Ng and take
it to China under his own steam.

The story sounds plausibie. So plausi-
ble, it seems, that Philip Yeo, Wee Cho
Yaw and Liem 50¢ Liong are all now
intergsted in joining Mr Quek’s attack on
the China consurmer market through YHS.

Messrs Yeo, Wee and Liem have
worked together before, such as in selting
ep a huge industrial park (n Mr Liem's
hometown in China’s Fujian provinge, Mr
Yeo and Mr Liem are also painers in
Batarm and Bintan in Indonesia, while Mr
Wee and Mr Liemn ure pantners in running
Singapore-listed  United  Indusirial Corp
and Singapore Land.

Given their bistory of cooperation and
mterest in China, it is not surpeising that
the three are working together again, this
tine with Mr Quek ax the fourth parner,
And Mr Quek, always out to build connee-
tons with other powerlel business PO,
would only be tow pleased to bring them
o board at YHS.

But though in theory YHS has poten-
rad in China, i practice the company has

Puzziing partnership: My Philip Yeo (seated left), Mr Anthony Salim and
Cho Yaw (both standing), Seated in the centre is Dr Goh Keng Swee.

Mr Wee

been in such bad shape that it needs a
huge injection of funds, not to mention
many good people, to put it buck on its
fect. ‘

As such, the choice of Sembawang and
Haw Par as investors in YHS is puzzling,
because both companics arce in the Process
of dizesting their new acquisitions. They
have arguably already pumped too much
money into too many ventures to make
vel another major commitment,

Sembawang is a governmeni-linked
company (GLC) tryving hard to arrest fall-
ing profit by diversifying away from the
cyclical marine business, It recently took
over Resources Development Corp, angth-
et GLC, and has ventured into the Inter-
nel and on-line publishing business,

Haw Par, also fuced with falling profits
and highly dependent on investment and
mierest income, 15 in the same boat,
Searching for new ventures, it recently
went into theme parks in @ big way, com-
mitting itself o perhaps more than $100
millign in building up the business.

ft 1 alse hard 1w see how lhe F&B
business of YHS would {it with Semba-
wang's marine and cngineering operations,
of with Haw Pur's lcisurc, trading and
investment busingss, Jhis s why the in-
vestment community 1% puzaled, and
somewhat worried, by their involvement.
To ensure that such wornics do not lad to
a sell-off, the companies should ¢laborate
on thetr rationaie a5 soon a3 possible,

By 1.e Han Shih

O
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YEQ MIAF SENG LLIMATED
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Yeo Hiap Seng (¥HS) hit the headlines again with a leng anticipated general offer
being mades for itc chares by a comsortiun vf four compar.igeg, led kv ons of the
two contenders, Mr Quek Leng Chan of preperty-Based Fir:t Capital Corperatinn
{(FSC) . Im a Bid o wrest conbeel #or YHE fxom the other uajor sharamalder
(property-tycoen Ng Teng Fong), My Quek has teamed up with Sembawang Corporation,
Haw Par Brothers Internaticnal (HPRI) and fndemepis’e ¢ lim Croup.

Who'g involved in the bid

* Sembawang Corporation - through Sembawang Industrial fee Ltd
T HPBIL - through Straits Maritime Leasing Pte Ltd
* Zalim Group - through IMP Pte LEd

How

* Via - Camerlin Pte Ltd (Camerlin), a wholly owned subsidiary of Poo.

T FCC will own 10% of Camerlin, other tluew parties will hold 20% each.

* All four will extend loans of $8154 millicn to Camerlin, in prepertion to
Shareholding.

Tékeove: details

* Bid - 984.70 per chare
* Takecover offer conditionzl on Camerlin acquiring at least a 50% control of
vHE .

Current Sharsholding in YHS

Camerlin - 25,.89%
Mg Teng Porg -~ 24.8%

LR AR L L LR E L LR R LR L o p g A A Ay **Iﬂtﬂﬂ***t“l’****!!I"I‘**i‘l-i-'.l'**l'****tw*ﬁw****t'trt
Bagkground of YHA

The main activitv of YHS is the manufasknvs and disrribu-icn «f food and
beverages. As the franchisee of Pepsi apd Fepsi-related products in Singapore,
the company has interzsts in other food and beverage activirties intoarnationalliy.
its U.S. cperations, Chun King, were acquired in 1989, bir have chalked up
losses of about S545m to date. Shared with the Temaselk Froup in Singapeza,

tie division had been a drag on earmings singe acquired. Other significant
activities of YHS are in Malaysia through 40% associate (HS (M), China ard
Ceonrada.

Losacd in the compuRy Civaled Lension amidst the veo tamily members. Thare
were ftwo main camps: one led by ex-chairman Alan Yeo and the other by director
Michagl Yao. Majer changes in shareholdings were mparked off Ly Alan Yeo
conduceing discuasions with garment manulacturer/property developer Wing Tai
regarding the latter's purchase of a estake im the campan.s, This was called

off bur the Yeo Hiap Seng Holdings Pte Ltd, which controlled 38.54% of the
listed vehicle, wag liguidated. The firrt raumd of the faud caw property
tycoon Ng Teng Fong acquiring 21% of the cempany, making him the single
largest shazoholder. Subsequently, Quek Leng Chan had bean gradual 1y asquiring
hi= stake in YHS.
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Valuation of YES shares

With the announcement ¢f the results of the year endeil 31/12/95, we are va=
asseszing the value of cash YHS share. The amalysis i3 Aivided inete two partg: 1)
Nen-property related activities and 2) Property-relatad activities.

1) Non-Property related activities

Singapore operations i
China pperations 2
chun Xing cperations 3 120
Interest in YHS (M) 4
E

Net Tangilble Azasta 83.4

3i50.2
Less yelocation costs 6 {60.0)
Non-Property related asset valuation 192.0

Notes:

i, Derivad BLased on the Singapore Congumer Sector 1955 P/E of 23, using after
tax profit as ar 31/13/94.

2. Derived tased on the China Consumer Sector 1995 F/E of 1%.0, taking after
tax profic ag ar 31./127/94.

3. On 28/3/95, the Chun King cperartions were sold for tS$10.05 million, econverted
at §51.398:US3l (en 26/6/93).

4. Derived fxom ¥YHE's stake of 33.5m shayes in YHS (dalaysia) at ¢leosing price
of M37.30 on 2§/6/95, convorted at £50.575:Mu1 {or, 236/6/05).

5. Excludes land and other assets already separately accounted for.

&. Costs asseciated with the shife ¢f operations to the new site in Senakao,
northermn sincapore.

2) Propertv related activities

A P S e o — — — — - e

Pending the decision as to how the lend on which the two manufacturing plants
are legared is used, we have tabulated the valus of the share according to
different scenarios.

Sensitivity analvsis

Lend Sold-+ Laud Developed™
Sale Price (23) 264 380 430 Y84 750 ace
2%m S5m S5m ssm Sém Sfm
Nenwland NaAY from (1) A92.0 282.0 252.40 820 252.0 252.0
Land 273.0 i88.2 303.4 242,18 272.9 303.0
NAV of company 565.1 580.2 595.4 j34.8 E54.9 585.0
Net Assef Value
Fer share (538) " 5.98 4.03 4.19 3.78 3.98 &.L0
_—=== ==== 111 e -———— - ———
Notas,
* Net Asset Value Per Share calculated bazed on 142 .1 million sghares as at
31/12/94 ’

+ Land value derived by multiplying the land area of 474,000 sf, the plot ratie
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of 1.6 and aelliog price. The piices used in Che senyitivity analysis are based
on marke? priges fetchad for sitas sold in che same area.

A Assuming that the land iz developed, development ppofica are darived after the
gubtraction of land costa of 5568 million and comversion costs of 5520.4 million,
Profit i2 aggumad to he racognizmed over 4 yearz: 10 in bach figesalg 15938 and
1599 and 40% in both fiscals 1997-3. The net presen: value is calculased ysing
codt of debt ac 9.82%, the average cost in fiscal 1334.

Canalusion

13—

The hid at 554.70 aprpea=s aggrassive compared to the iet asset backing which
tanges from S53$3.76 ko §5§4.1%. However, comparad to tha 52-week high of

854.42, this rspresents a premdum of only €.5%. At thais point, it woula appear
unlikely that the bantle is over since Mr Ng has not retaliatad yet. Although the
share price rose to 554.90 today, thuere sppears to be coom for further inorwases,

TOTAL P.B3



