
 

 

 

 

 
 

www.dbsvickers.com
   

ed: SGC / sa: BC  

 

BUYBUYBUYBUY     
Last Traded Price: Last Traded Price: Last Traded Price: Last Traded Price: RM2.18        KLCIKLCIKLCIKLCI    : : : : 1,736.19 
Price Target :Price Target :Price Target :Price Target : RM3.80 (74% upside)  
    

Reason for Report :Reason for Report :Reason for Report :Reason for Report : Company update  

PotenPotenPotenPotential Catalyst: tial Catalyst: tial Catalyst: tial Catalyst: Higher property sales and CPO prices 

Where we differWhere we differWhere we differWhere we differ:::: The only broker covering the stock 
 
Analyst 
QUAH He Wei, CFA +603 2604 3966   hewei@alliancedbs.com 
                    
 
  
 

Price RelativePrice RelativePrice RelativePrice Relative    

 
 
Forecasts and Valuation  
    FY FY FY FY SepSepSepSep    ((((RMRMRMRM    m) m) m) m)     2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    

Revenue 807 807 1,040 1,023 
EBITDA 220 235 299 311 
Pre-tax Profit 161 177 237 246 
Net Profit 102 115 156 172 
Net Pft (Pre Ex.) 103 115 156 172 
EPS (sen) 24.4 27.5 37.3 41.0 
EPS Pre Ex. (sen) 24.5 27.5 37.3 41.0 
EPS Gth (%) (1) 13 35 10 
EPS Gth Pre Ex (%) (14) 12 35 10 
Diluted EPS (sen) 24.4 27.5 37.3 41.0 
Net DPS (sen) 8.0 8.0 10.0 12.5 
BV Per Share (sen) 246.3 265.8 295.1 326.1 
PE (X) 8.9 7.9 5.8 5.3 
PE Pre Ex. (X) 8.9 7.9 5.8 5.3 
P/Cash Flow (X) 4.8 3.4 6.8 3.9 
EV/EBITDA (X) 6.1 5.4 4.4 4.1 
Net Div Yield (%) 3.7 3.7 4.6 5.7 
P/Book Value (X) 0.9 0.8 0.7 0.7 
Net Debt/Equity (X) 0.4 0.3 0.3 0.2 
ROAE (%) 10.3 10.8 13.3 13.2 
     Earnings Rev (%):Earnings Rev (%):Earnings Rev (%):Earnings Rev (%):     0 0 0 
Consensus EPS Consensus EPS Consensus EPS Consensus EPS (sensensensen)::::  28.0 37.0 41.0 
Other Broker Recs:Other Broker Recs:Other Broker Recs:Other Broker Recs:     B: 1 S: 0 H: 0 
    
ICB IndustryICB IndustryICB IndustryICB Industry :    Real Estate 
ICB Sector: ICB Sector: ICB Sector: ICB Sector: Real Estate Investment & Services    
Principal Business:Principal Business:Principal Business:Principal Business: MKH is an established township developer in 
Kajang/Semenyih and Greater Klang Valley. Its 16k ha oil palm 
estates in Indonesia has started to contribute significantly 

Source of all data: Company, AllianceDBS, Bloomberg Finance L.P.    
    

    

At A Glance     
Issued Capital (m shrs) 419 
Mkt. Cap (RMm/US$m) 914 / 240 
Major Shareholders  
 Chen Choy & Sons Realty (%) 43.1 
 Public Bank Grp Off Fund (%) 9.8 
Free Float (%) 47.1 
3m Avg. Daily Val (US$m) 0.12 
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Malaysia Company Focus 

MKH Bhd 
Bloomberg: MKH MK | Reuters: METR.KL   Refer to important disclosures at the end of this report 

Opportunity doesn’t knock twice  

• Attractive entry opportunity at bargain valuation  

• Record high unbilled sales; FY15 property sales 
remains encouraging   

• Young oil palm tree profile will benefit from an 
upturn in CPO price  

• Maintain Buy and RM3.80 TP 

       Accumulate on price weakness. MKH is now trading at 

bargain valuation of 6x FY16F PE, 0.8x P/BV, and 60% 

discount to our SOP valuation. This is not justified given the 

group’s sound earnings prospects. The current valuation 

implies that its fully-planted 16k ha oil palm estates in East 

Kalimantan is largely ignored by investors. Assuming 

US$20k/ha market price, the estate is worth up to RM1.1bn, a 

reasonable price for a young estate (trees average six years 

old) that is commanding impressive operational statistics of 24 

MT/ha and 21% OER.   

Robust demand for affordable homes. Unbilled property 

sales have reached a record high of RM843m (as at Mar15), 

representing 1.6x FY15 property revenue. We understand 

property sales reached RM600m as at June, and are on track 

to meet its FY15 target of RM850m. This is largely driven by 

its focus on affordable homes which remain popular with buy-

to-stay homebuyers. MKH’s property crown jewel is the 220-

acre Kajang 2 flagship development, where more projects will 

be rolled out closer to the completion of the MRT in 2017. We 

conservatively estimate the land alone is worth over RM300m.     

Time to reap sweet harvest. The plantation business is 

already self-sustaining, and the group has started servicing its 

US$85m borrowings (US$3.275m/quarter) since March. 

Thanks to the young tree profile, 1HFY15 FFB volume grew 

41% y-o-y and helped to offset the impact of low CPO price. 

A sustainable recovery of CPO price will be a major catalyst for 

MKH because of naturally high operating leverage for the 

plantation business.  
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Company Focus 

MKH Bhd 

 

INVESTMENT THESIS 
 

Profile Rationale 

MKH is an established township developer in 

Kajang/Semenyih and Greater Klang Valley. Its 16k ha of oil 

palm estates in Indonesia have started to contribute 

significantly. 

 

Strong earnings visibility Strong earnings visibility Strong earnings visibility Strong earnings visibility  

• Unbilled sales of RM843m (1.6x FY15F property 

revenue) will underpin near-term earnings visibility. 

Despite the cautious sentiment, MKH achieved 

commendable RM208m property sales in 2QFY15 

(vs RM87m in 1QFY15) by focusing on affordable 

homes. This implies it will meet its RM850m sales 

target for FY15. 

Plantation earnings intact  Plantation earnings intact  Plantation earnings intact  Plantation earnings intact   

• 2QFY15 is a seasonally slow quarter for 

plantations, but the outlook for 2HFY15 remains 

promising. We assumed 16% and 12% FFB 

volume growth for FY15 and FY16, respectively. 

Volume will continue to grow for the next 2-3 

years before the estates start to mature and 

provide steady recurring earnings to MKH.    

 
Largest beneficiary of MRT projectLargest beneficiary of MRT projectLargest beneficiary of MRT projectLargest beneficiary of MRT project    

• MKH’s strong foothold in Kajang/Semenyih makes 

it the largest beneficiary of the improved public 

transport connectivity via two MRT stations within 

Kajang. This has boosted its property sales. MKH 

has the distinct advantage of low land cost within 

the growing Kajang-Semenyih corridor, which will 

give them greater pricing flexibility.   

 

 
 

Valuation Risks 

We maintain our SOP-derived TP of RM3.80 based on 50% 

discount to property RNAV and DCF valuation for 

plantation. We continue to like MKH for its undemanding 

valuation as well as clear earnings visibility anchored by twin 

drivers, property and plantations. 

 

Margin compression Margin compression Margin compression Margin compression  

• Rising construction cost could erode profit margins 

for property projects. Exposure to fluctuations in 

CPO prices could make margins more volatile.                      

Weaker property sales Weaker property sales Weaker property sales Weaker property sales  

• Rising household debt and softer consumer 

sentiment may lead to lower property sales. 
 

 
Source: AllianceDBS 
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 Company Focus 

MKH Bhd 

    

Strong fundamentals intact  

 

Bargain valuationBargain valuationBargain valuationBargain valuation. Notwithstanding the weak sentiment in 

the property market, MKH’s share price has been unfairly 

punished by investors. Its market capitalisation has shrunk by 

45% over the past 12 months. But its fundamentals are 

intact, and the price weakness offers an attractive 

opportunity to accumulate the stock. Our SOP valuation 

assumes a conservative 50% discount to its property RNAV, 

while the plantation business is valued using the DCF 

methodology (8.7% WACC, 1.5% TG).  
 
SOP valuation 

 

Source: Company 

 

LongLongLongLong----term earnings visibilityterm earnings visibilityterm earnings visibilityterm earnings visibility. MKH still has more than 1,400 

acres of land bank, about half of which is located in the 

booming Kajang-Semenyih growth corridor, spurred by the 

development of MRT connectivity. The land bank will 

generates >RM10bn in GDV and underpins earnings visibility 

for more than 10 years. However, MKH continues to actively 

scout for strategic land bank.  

 

FFFFocus on affordable housing.ocus on affordable housing.ocus on affordable housing.ocus on affordable housing.    MKH’s property sales have been 

resilient over the past two years despite the slower market, 

thanks to its focus on affordable homes, in which the group 

has a good track record. MKH never employed the 

Developers’ Interest Bearing Scheme (DIBS) when its peers 

introduced the incentive package in the past few years to 

attract buyers. This suggests the focus on affordable homes 

has helped to boost its sales.   

 

 
Healthy property sales 

 

Source: AllianceDBS, Company 

 
Planned launches in FY15 

 

Source: AllianceDBS, Company 

 
Record high unbilled sales 

 

Source: AllianceDBS, Company 

 

SOPSOPSOPSOP RMmRMmRMmRMm RM/sha reRM/sha reRM/sha reRM/sha re Rema rksRema rksRema rksRema rks

Shareholders fund 449       1.07        

Land bank surplus          94 0.22        50% discount

Property unbilled sales 42         0.10        50% discount

196       0.47        

Plantation 889       2.12        

1,671   3.99        

Warrant proceeds 66         - conversion@RM1.89

Total 1,736   3.82        Fully diluted basis

TPTPTPTP 3.803.803.803.80                    

Exclude plantation NAV; 

50% discount

95% stake; DCF (WACC 

8.7%, TG 1.5%)

NPV of near-term 

projects

Assumed RM3bn sales till 

FY2020; 50% discount
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FY15 la unche sFY15 la unche sFY15 la unche sFY15 la unche s Time l ineTime l ineTime l ineTime l ine

Pelangi Semenyih 2 122 2QFY15

Hillpark @ Shah Alam North 487 3QFY15

Hillpark Homes 3 63 3QFY15

Kajang East 87 2QFY15

Pelangi Height 67 2QFY15

Saville @ Cheras 286 3QFY15
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Company Focus 

MKH Bhd 

 

Focus on FFB Focus on FFB Focus on FFB Focus on FFB volume volume volume volume growthgrowthgrowthgrowth. The bearish CPO price trend 

has dragged MKH’s plantation earnings, but we would focus 

on FFB production at its young estates, which have been 

registering exponential growth. 1HFY15 FFB volume grew 

41% y-o-y and had helped to offset the impact of low CPO 

price. We assumed 16% and 12% FFB volume growth for 

FY15 and FY16, respectively. Volume will continue to grow in 

the next 2-3 years before the estates start to mature and 

provide steady recurring earnings to MKH.     

 
Exponential growth for FFB production 

 

Source: AllianceDBS, Company 

 

Recovery Recovery Recovery Recovery ofofofof    CPO price CPO price CPO price CPO price will boost will boost will boost will boost earnings earnings earnings earnings substantiallysubstantiallysubstantiallysubstantially. The 

impact of stronger CPO price will be multi-fold given the high 

operating leverage in the plantation business, coupled with 

rising FFB production. We estimate a 5% increase in our 

FY16F CPO price assumption of RM2,350/MT would lift 

FY16F earnings by 3.4%. We imputed a 6% discount to DBS’ 

forecast CPO price to account for lower realised ASP in 

Indonesia.   

 

Earnings sensitivity to CPO price 

 

Source: AllianceDBS, Company 

    

PlantationPlantationPlantationPlantations’s’s’s’    quarterly earnings to improvequarterly earnings to improvequarterly earnings to improvequarterly earnings to improve. 2QFY15 plantation 

earnings disappointed because of delayed sales of CPO in 

view of the weak selling price. But, we understand the group 

has been accelerating sales in 3QFY15. Earnings would also 

be lifted by seasonally stronger production in 2HFY15. It 

achieved 12.5MT/ha in 1HFY15, and is on track to hit its 

24MT/ha target for FY15.  

    

RisingRisingRisingRising    plantation contributionplantation contributionplantation contributionplantation contribution. We expect plantation 

contribution to increase to 33% and 35% of group earnings 

in FY15 and FY16, respectively (from 31% in FY13). Given the 

impressive projected FFB output growth, the plantation 

business could account for 40% of group earnings by FY17. 

Yet, MKH is the cheapest plantation proxy at 6x PE – an 

undeserving discount to DBS Malaysia plantation universe 

average of 20x. 

 

SelfSelfSelfSelf----sustaining business with strong cash flow generation.sustaining business with strong cash flow generation.sustaining business with strong cash flow generation.sustaining business with strong cash flow generation.    

There is unlikely to be major capital spending on the estates 

going forward, especially after upgrading its palm oil mill to 

meet rising own FFB production. The strong cash flow may 

come in handy for further acquisitions or even benefit MKH 

shareholders in the form of higher dividend payouts.   

 
Plantation DCF valuation (95% stake) 

 

Source: AllianceDBS 
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CPO pri c eCPO pri c eCPO pri c eCPO pri c e FY15FFY15FFY15FFY15F FY16FFY16FFY16FFY16F FY15FFY15FFY15FFY15F FY16FFY16FFY16FFY16F

+10% 124.3        166.9        7.7% 6.8%

+5% 119.8        161.6        3.9% 3.4%

base case 115.4        156.3        0.0% 0.0%

-5% 110.9        151.0        -3.9% -3.4%

-10% 106.4        145.7        -7.7% -6.8%

Profi t (RMm)Profi t (RMm)Profi t (RMm)Profi t (RMm) Profi t cha nge  %Profi t cha nge  %Profi t cha nge  %Profi t cha nge  %

DCFDCFDCFDCF FY15FY15FY15FY15 FY16FY16FY16FY16 FY17FY17FY17FY17 FY18FY18FY18FY18 FY19FY19FY19FY19 FY20FY20FY20FY20 FY21FY21FY21FY21 FY22FY22FY22FY22 FY23FY23FY23FY23

Operating profit 71.4         95.9         116.3      129.6        141.7       158.1      167.2      168.5      169.6      

(-) tax (17.9)        (24.0)        (29.1)       (32.4)         (35.4)        (39.5)       (41.8)       (42.1)        (42.4)       

Operating profit after tax 53.6         71.9         87.2        97.2          106.3       118.6      125.4      126.4      127.2      

(+) depreciation 11.9         12.5         13.2        13.8          14.5         15.2        16.0        16.8         17.6        

Operating cash flow 65.5         84.5         100.4      111.0        120.8       133.8      141.4      143.2      144.8      

(-) capex (20.0)        (21.4)        (22.9)       (24.5)         (26.2)        (28.1)       (30.0)       (32.1)        (34.4)       

Fre e  ca sh flowFre e  ca sh flowFre e  ca sh flowFre e  ca sh flow 45.545 .545 .545 .5                        63.163.163.163.1                    77.577.577.577.5                    86 .586 .586 .586 .5                        94.694.694.694.6                        105.8105.8105.8105.8            111.4111.4111.4111.4            111.1111.1111.1111.1            110.4110.4110.4110.4            

NPV 514.7       

PV of residual value 721.1       

Firm value 1,235.8    

(-) borrowings 300.0       

Equ i ty va lueEqu i ty va lueEqu i ty va lueEqu i ty va lue 935 .8935 .8935 .8935 .8                
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 Company Focus 

MKH Bhd 

Key Assumptions 

FY FY FY FY SepSepSepSep         2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    

         
  CPO ASP (RM/MT) 2,100 2,236 2,160 2,190 2,308    

  FFB production (MT) 222,000 295,000 340,781 382,445 413,388    

  property sales (RMm) 581 820 682 762 634    

         

         
 
Segmental Breakdown  

FY FY FY FY SepSepSepSep         2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    
            
Revenues (RM m)         
        Property development & 
construction 

476 530 508 692 659    
  Hotel & property 
investment 

32 41 43 44 45    

  Trading 67 57 59 61 62    

  Manufacturing 9 12 12 12 12    

  Plantation 101 165 185 232 245    

TotalTotalTotalTotal    688688688688    807807807807    807807807807    1,0401,0401,0401,040    1,0231,0231,0231,023    

EBIT (RM m)         
  Property development & 
construction    

115    111    122    159    147    
  Hotel & property 
investment 

15 18 17 18 18    

        Trading 4 4 4 4 4    

        Manufacturing 0 1 0 0 0    

  Plantation 29 59 71 96 116    

TotalTotalTotalTotal    163163163163    193193193193    214214214214    276276276276    285285285285    

EBIT Margins (%)         
  Property development & 
construction 

24.2 21.0 24.0 23.0 22.3    
        Hotel & property 
investment 

46.9 42.5 40.0 40.0 40.0    

  Trading 6.7 6.7 6.0 6.0 6.0    

  Manufacturing (2.3) 7.2 1.0 1.0 1.5    

  Plantation 28.3 35.8 38.5 41.3 47.5    

TotalTotalTotalTotal 23.723.723.723.7    23.923.923.923.9    26.526.526.526.5    26.626.626.626.6    27.927.927.927.9    

 
Income Statement (RM m) 

FY FY FY FY SepSepSepSep     2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    

      
Revenue 688 807 807 1,040 1,023 

Cost of Goods Sold (441) (526) (470) (632) (597) 

Gross ProfitGross ProfitGross ProfitGross Profit    247247247247    280280280280    337337337337    408408408408    426426426426    

Other Opng (Exp)/Inc (90) (82) (123) (132) (141) 

Operating ProfitOperating ProfitOperating ProfitOperating Profit 158158158158 199199199199 214214214214 276276276276 285285285285 

Other Non Opg (Exp)/Inc 0 0 0 0 0 

Associates & JV Inc 11 3 0 0 0 

Net Interest  (Exp)/Inc    (17)    (39)    (36)    (40)    (40)    

Exceptional Gain/(Loss) (16) 0 0 0 0 

PrePrePrePre----tax Profittax Profittax Profittax Profit 136136136136 161161161161 177177177177 237237237237 246246246246 

Tax    (29)    (44)    (44)    (59)    (61)    

Minority Interest (3) (15) (18) (21) (12) 

Preference Dividend 0 0 0 0 0 

Net ProfitNet ProfitNet ProfitNet Profit 103103103103 102102102102 115115115115 156156156156 172172172172 

Net Profit before Except. 119 103 115 156 172 

EBITDA  183 220 235 299 311 

Growth      

Revenue Gth (%) 26.2 17.2 0.0 28.9 (1.6) 

EBITDA Gth (%) 59.8 20.7 6.6 27.4 3.7 

Opg Profit Gth (%) 69.7 26.0 7.8 29.1 3.2 

Net Profit Gth (%) 38.5 (1.0) 12.7 35.5 10.1 

Margins & Ratio      

Gross Margins (%) 36.0 34.8 41.7 39.2 41.7 

Opg Profit Margin (%) 22.9 24.6 26.5 26.6 27.9 

Net Profit Margin (%) 15.0 12.7 14.3 15.0 16.8 

ROAE (%) 12.0 10.3 10.8 13.3 13.2 

ROA (%) 6.2 5.1 5.2 6.5 6.6 

ROCE (%) 8.4 8.3 8.4 10.3 9.9 

Div Payout Ratio (%) 25.3 32.8 29.1 26.8 30.5 

Net Interest Cover (x) 9.2    5.0 5.9 7.0 7.2    

Source: Company, AllianceDBS 

Sensitivity Analysis 
 2012012012016666 

Property sales +/- 
1%  

Net Profit +/- 1% 

CPO price +/- 5% Net Profit +/- 3% 
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Margins Trend 
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Quarterly / Interim Income Statement (RM m) 

FY FY FY FY SepSepSepSep        2Q2Q2Q2Q2014201420142014    3Q3Q3Q3Q2014201420142014    4Q4Q4Q4Q2014201420142014    1Q1Q1Q1Q2015201520152015    2Q2Q2Q2Q2015201520152015    

      
Revenue 188 212 224 208 230 

Cost of Goods Sold (113) (139) (156) (134) (158) 

Gross ProfitGross ProfitGross ProfitGross Profit    76767676    73737373    68686868    73737373    71717171    

Other Oper. (Exp)/Inc (24) (23) (14) (20) (27) 

Operating ProfitOperating ProfitOperating ProfitOperating Profit    52525252    50505050    54545454    54545454    44444444    

Other Non Opg (Exp)/Inc 0 0 0 0 0 

Associates & JV Inc 1 0 0 0 0 

Net Interest (Exp)/Inc (7) (7) (20) (8) (9) 

Exceptional Gain/(Loss) 29 (22) 6 0 (14) 

PrePrePrePre----tax Profittax Profittax Profittax Profit    75757575    21212121    40404040    47474747    21212121    

Tax (19) (6) (13) (11) (6) 

Minority Interest (5) (3) (4) (5) (5) 

Net ProfitNet ProfitNet ProfitNet Profit    51515151    12121212    23232323    30303030    11111111    

Net profit bef Except. 21 34 17 30 25 

EBITDA  53 50 60 60 51 

      

Growth      

Revenue Gth (%) 3.1 12.8 5.3 (7.1) 10.6 

EBITDA Gth (%) (1.9) (4.9) 19.3 0.2 (15.1) 

Opg Profit Gth (%) 6.3 (3.3) 8.2 (0.7) (17.7) 

Net Profit Gth (%) 203.1 (77.1) 100.3 29.6 (63.8) 

Margins      

Gross Margins (%) 40.2 34.3 30.2 35.3 31.0 

Opg Profit Margins (%) 27.5 23.5 24.2 25.9 19.2 

Net Profit Margins (%) 26.9 5.5 10.4 14.5 4.7 

 
 
Balance Sheet (RM m) 

FY FY FY FY SepSepSepSep        2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    
      
Net Fixed Assets 163 174 273 350 424 

Invts in Associates & JVs 28 12 12 12 12 

Invt & Devt Properties 264 299 299 299 299 

Other  LT  Assets 713 797 817 838 861 

Cash & ST Invts    123 196 289 268 336    

Dev Props held for sale 280 372 299 402 379 

Inventory 41 38 38 49 48    

Debtors 113 150 150 193 190    

Other Current Assets 561 688 616 773 746 

Total AssetsTotal AssetsTotal AssetsTotal Assets 1,8511,8511,8511,851 2,1672,1672,1672,167 2,3062,3062,3062,306 2,5402,5402,5402,540 2,6802,6802,6802,680 

      
ST Debt 
 

107 131 131 131 131 

Creditor 182 262 262 337 332 

Other  Current Liab 40 56 95 110 112 

LT Debt 415 477 477 477 477 

Other  LT  Liabilities 152 186 186 186 186 

Shareholder’s Equity    951    1,032    1,114    1,237    1,367    

Minority Interests 3 23 41 62 74 

Total Cap. & Liab.Total Cap. & Liab.Total Cap. & Liab.Total Cap. & Liab. 1,8511,8511,8511,851 2,1672,1672,1672,167 2,3062,3062,3062,306 2,5402,5402,5402,540 2,6802,6802,6802,680 

      

Non-Cash Wkg. Capital 339 371 259 326 303 

Net Cash/(Debt) (399) (412) (319) (340) (272) 

Debtors Turn (avg days) 54.9 59.3 67.7 60.1 68.3    

Creditors Turn (avg days) 137.6 159.6 212.5 179.4 213.7    

Inventory Turn (avg days) 35.8 28.3 30.8 26.0 30.9    

Asset Turnover (x) 0.4 0.4 0.4 0.4 0.4    

Current Ratio (x) 2.1 2.0 1.9 1.8 1.9    

Quick Ratio (x) 0.7 0.8 0.9 0.8 0.9    

Net Debt/Equity (X) 0.4 0.4 0.3 0.3 0.2    

Net Debt/Equity ex MI (X) 0.4 0.4 0.3 0.3 0.2    

Capex to Debt (%) 33.4 28.6 19.7 16.4 16.4 

Z-Score (X) 2.0    1.9 1.9 1.9 2.0    

Source: Company, AllianceDBS 

Revenue Trend 

 

 

 

 

 

 

 

 

 

 

 

 

 

Asset Breakdown (2015) 
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Cash Flow Statement (RM m) 

FY FY FY FY SepSepSepSep        2013201320132013AAAA    2014201420142014AAAA    2015201520152015FFFF    2016201620162016FFFF    2017201720172017FFFF    

      
Pre-Tax Profit 136 161 177 237 246 

Dep. & Amort. 14 19 21 23 25 

Tax Paid (36) (43) (5) (44) (59) 

Assoc. & JV Inc/(loss) (11) (3) 0 0 0 

Chg in Wkg.Cap. (6) 53 73 (82) 21 

Other Operating CF 13 5 0 0 0 

Net Operating CFNet Operating CFNet Operating CFNet Operating CF    109109109109    192192192192    266266266266    134134134134    233233233233    

Capital Exp.(net) (174) (174) (120) (100) (100) 

Other Invts.(net) (24) (16) (20) (21) (23) 

Invts in Assoc. & JV 0 0 0 0 0 

Div from Assoc & JV 34 18 0 0 0 

Other Investing CF 0 (12) 0 0 0 

Net Investing CFNet Investing CFNet Investing CFNet Investing CF    (164)(164)(164)(164)    (184)(184)(184)(184)    (140)(140)(140)(140)    (121)(121)(121)(121)    (123)(123)(123)(123)    

Div Paid (13) (26) (34) (34) (42) 

Chg in Gross Debt  49 84 0 0 0 

Capital  Issues 52 0 0 0 0 

Other Financing CF 0 4 0 0 0 

Net Financing CFNet Financing CFNet Financing CFNet Financing CF    88888888    61616161    (34)(34)(34)(34)    (34)(34)(34)(34)    (42)(42)(42)(42)    

Currency Adjustments (20) 3 0 0 0 

Chg in Cash 13 73 93 (21) 68 

Opg CFPS (sen) 27.6 33.2 46.1 51.4 50.6    

Free CFPS (sen) (15.5)    4.3 34.9 8.1 31.7    

Source: Company, AllianceDBS 
 
 

 Capital Expenditure 

 

 
 

 

 

 

 
 

 

 

 

 

Target Price & Ratings History 

Source: AllianceDBS 
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PricePricePricePrice
Ra ting Ra ting Ra ting Ra ting 

1: 28 Aug 14 3.40 5.70 Buy

2: 11 Sep 14 3.66 5.70 Buy

3: 01 Dec 14 3.02 5.40 Buy

4: 26 Jan 15 2.71 4.10 Buy

5: 16 Feb 15 2.89 4.10 Buy

6: 29 May 15 2.38 3.80 Buy

                       Note                       Note                       Note                       Note : Share price and Target price are adjusted for corporate actions.
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AllianceDBS Research recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUYSTRONG BUYSTRONG BUYSTRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY BUY BUY BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLDHOLDHOLDHOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUEDFULLY VALUEDFULLY VALUEDFULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL SELL SELL SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends 
 
 
GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER     
This report is prepared by AllianceDBS Research Sdn Bhd (“ADBSR”), a subsidiary of Alliance Investment Bank Berhad (“AIBB”) and an associate of 
DBS Vickers Securities Holdings Pte Ltd (“DBSVH”). This report is solely intended for the clients of DBS Bank Ltd and DBS Vickers Securities 
(Singapore) Pte Ltd, its respective connected and associated corporations and affiliates (collectively, the “DBS Vickers Group”) only and no part of 
this document may be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written consent of 
ADBSR. 
 
The research set out in this report is based on information obtained from sources believed to be reliable and ADBSR, its holding company AIBB, 
their respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, the 
“Alliance Bank Group”) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are 
subject to change without notice. This document is prepared for general circulation. Any recommendation contained in this document does not 
have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the 
information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate 
independent legal or financial advice. The Alliance Bank Group accepts no liability whatsoever for any direct, indirect and/or consequential loss 
(including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in relation 
to this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The Alliance Bank 
Group, along with its affiliates and/or persons associated with any of them may from time to time have interests in the securities mentioned in this 
document. The Alliance Bank Group may have positions in, and may effect transactions in securities mentioned herein and may also perform or 
seek to perform broking, investment banking/corporate advisory and other banking services for these companies. They may also have received 
compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other services from the subject 
companies.   
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can 
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. 
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it 
may not contain all material information concerning the company (or companies) referred to in this report. 
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on 
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual 
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED 
UPON as a representation and/or warranty by the Alliance Bank Group (and/or any persons associated with the aforesaid entities), that:  
 
(a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and  
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 

assessments stated therein. 
 
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 
mentioned herein.  They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the 
commodity referred to in this report.  
 
DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research 
department, nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months.  
 
 

ANALYST CERTIFICATIONANALYST CERTIFICATIONANALYST CERTIFICATIONANALYST CERTIFICATION    
The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies 
and their securities expressed in this report accurately reflect his/her personal views. The analyst also certifies that no part of his/her compensation 
was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of the date the report is 
published, the analyst and his/her spouse and/or relatives who are financially dependent on the analyst, do not hold interests in the securities 
recommended in this report (“interest” includes direct or indirect ownership of securities).  
 
 

COMPANYCOMPANYCOMPANYCOMPANY----SPECIFIC / REGULATORY DISCLOSURES SPECIFIC / REGULATORY DISCLOSURES SPECIFIC / REGULATORY DISCLOSURES SPECIFIC / REGULATORY DISCLOSURES     

1.1.1.1.     DBS Bank Ltd., DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”), their subsidiaries and/or other affiliates do not have a 
proprietary position in the securities recommended in this report as of 20 Jul 2015 
 

2.2.2.2.     DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates may beneficially own a total of 1% of any class of 
common equity securities of the company mentioned as of 22 Jul 2015. 
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3.3.3.3.     

    

    

    

    

    

    

    

Compensation for investment banking services:Compensation for investment banking services:Compensation for investment banking services:Compensation for investment banking services:    

DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates may have received compensation, within the past 12 
months, and within the next 3 months may receive or intends to seek compensation for investment banking services from the 
company mentioned. 

 

DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking 
transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information, 
including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document 
should contact DBSVUSA exclusively. 
 

RESTRICTIONS ON DISTRIBUTIONRESTRICTIONS ON DISTRIBUTIONRESTRICTIONS ON DISTRIBUTIONRESTRICTIONS ON DISTRIBUTION    

GeneralGeneralGeneralGeneral    This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be 
contrary to law or regulation. 

AustraliaAustraliaAustraliaAustralia    This report is being distributed in Australia by DBS Bank Ltd. (“DBS”) or DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”), 
both of which are exempted from the requirement to hold an Australian Financial Services Licence under the Corporation Act 
2001 (“CA”) in respect of financial services provided to the recipients. Both DBS and DBSVS are regulated by the Monetary 
Authority of Singapore under the laws of Singapore, which differ from Australian laws. Distribution of this report is intended 
only for “wholesale investors” within the meaning of the CA. 

Hong KongHong KongHong KongHong Kong    This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by the 
Hong Kong Securities and Futures Commission. 

IndonesiaIndonesiaIndonesiaIndonesia    This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.  

MalaysiaMalaysiaMalaysiaMalaysia    This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received from 
ADBSR are to contact the undersigned at 603-2604 3333  in respect of any matters arising from or in connection with this 
report. In addition to the General Disclosure/Disclaimer  found at the preceding page, recipients of this report are advised that 
ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected and 
associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any of 
them may have positions in, and may effect transactions in the securities mentioned herein and may also perform or seek to 
perform broking, investment  banking/corporate advisory and other services for the subject companies. They may also have 
received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other 
services from the subject companies. 

 
Wong Ming Tek, Executive Director, ADBSR 

SingaporeSingaporeSingaporeSingapore    This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No. 
198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the 
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign 
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial 
Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert 
Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons 
only to the extent required by law.  Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from, 
or in connection with the report. 

ThailandThailandThailandThailand    This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are only 
intended for institutional clients only and no other person may act upon it.  

United United United United 
KingdomKingdomKingdomKingdom    

This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the meaning of 
the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in the UK is 
intended only for institutional clients. 

DubaiDubaiDubaiDubai    

    

This research report is being distributed in The Dubai International Financial Centre (“DIFC”) by DBS Bank Ltd., (DIFC Branch) 
having its office at PO Box 506538, 3

rd
 Floor, Building 3, East Wing, Gate Precinct, Dubai International Financial Centre (DIFC), 

Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This 
research report is intended only for professional clients (as defined in the DFSA rulebook) and no other person may act upon 
it. 

United StatesUnited StatesUnited StatesUnited States    Neither this report nor any copy hereof may be taken or distributed into the United States or to any U.S. person except in 
compliance with any applicable U.S. laws and regulations. It is being distributed in the United States by DBSVUSA, which 
accepts responsibility for its contents. Any U.S. person receiving this report who wishes to effect transactions in any securities 
referred to herein should contact DBSVUSA directly and not its affiliate. 

Other Other Other Other 
jurijurijurijurisdictionssdictionssdictionssdictions    

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 

 

AllianceDBS Research Sdn BhdAllianceDBS Research Sdn BhdAllianceDBS Research Sdn BhdAllianceDBS Research Sdn Bhd (128540 U) 
19

th 
Floor, Menara Multi-Purpose, Capital Square,  

8 Jalan Munshi Abdullah 50100   
Kuala Lumpur, Malaysia. 

Tel.: +603 2604 3333   Fax:  +603 2604 3921   email : general@alliancedbs.com 


