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JAKS RESOURCES BERHAD Outperform

DESCRIPTION

Primarily engaged in the integrated water works
industry in the early years, and now moved into
infrastructural projects and land development in both
domestic and international market. The new focus now
is on its 30%-owned JV to build a 1200MW coal fired
power plant in Vietnam.

12-Month Target Price RM1.50
Current Price RM1.23
Expected Return 22%
Market Main
Sector Construction
Bursa Code 4723
Bloomberg Ticker JAK MK
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3-Month Average Vol (‘000) 3,366.0
SHARE PRICE PERFORMANCE
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Absolute Returns -3.9 17.1 21.8
Relative Returns -5.9 16.4 20.6
KEY STOCK DATA
Market Capitalisation (RM m) 539.2
No. of Shares (m) 438.4
MAJOR SHAREHOLDERS
%
Koon Yew Yin 9.1
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Original Invention 6.0
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Deferred Profits

JAKS Resources (JAKS), contrary to our earlier expectations of stronger
earnings in 4QFY16, delivered a net loss of RM24.0m during the quarter.
However, the earning miss was primarily due to deferment of profit recognition
in Vietnam and certain one-off items. All in, the headline net profit in FY16 was
only at RM0.7m, far cry from our and consensus expectations of full year net
profit of RM40.6m and RM44.2m respectively. We had earlier expected profits
from its power plant construction in Vietnam to drive its 4QFY16 net earrings,
but the profit from Vietnam is now deferred to FY17. That said, we understand
that substantial progress has already been done for the equipment that was
originally to be partly-recognized in 2016 but now deferred to FY17 upon
completion and delivery to site. Separately, JAKS also announced a private
placement of up to ¢.10% of existing issued shares or ¢.43.m shares estimated
to raise RM52.6m to be used as working capital and to finance construction
costs of on-going projects. Earnings are kept unchanged for now. Maintain
Outperform and RM1.50 TP, derived from ¢.30% discount to our SOTP
estimates of RM2.20, or implied ¢.10x of FY17 EPS.

=  Construction division. With absence of contribution from Vietnam,
revenue growth in 4QFY16 was mainly from local construction projects.
Outstanding order book is estimated at RM2.76bn, with c.RM2.74bn
from its Vietnam IPP EPC contract. Contribution from Vietnam is
expected to gather pace in 2H2017, and hence we expect the Group’s
earnings to be stronger thereafter.

=  Property division. Revenue in 4QFY16 was mainly driven by Pacific
Star, which currently has unbilled sales of RM361.6m (+RM128.2m
QoQ). However, as expected, the property division's earnings were
dragged by Evolve Concept Mall, which registered a loss of RM7.3m
(JAKs' 51% stake of RM3.7m). Separately, it also incurred LAD
provision of RM11lm for Menara Star 2 during the quarter but we
understand that it has a good chance to write back these losses. As
indicated in our earlier report, we understand property business will take
a back seat for now, with plans to dispose the investment assets such
as undeveloped land and Evolve Concept Mall in the near term.

KEY FORECAST TABLE

FYE Dec (RM m) 2015A  2016A 2017F 2018F 2019F CAGR
Revenue 461.2 640.4 1,000.2 1,163.4 1,1329 25.2%
Operating Profit 74.5 16.5 137.9 161.5 1625 21.5%
Pre-tax Profit 55.3 -7.3 106.8 130.8 132.7  24.5%
Net Profit 41.5 0.7 64.9 79.5 80.7 18.1%
EPS (Sen) 9.5 0.2 14.8 18.1 184 18.1%
P/E (x) 13.0 732.7 8.3 6.8 6.7
DPS (Sen) 0.0 0.0 0.0 0.0 0.0
Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0
Source: Company, Publiclnvest Research estimates
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Table 1: Results Summary

Results Review Y-0-y Q-0-qg YTD YTD YTD
(RM m) 4Q16 4Q15 3Ql6 (%) (%) FY16 FY15 (%) Comments
Revenue 149.3 1469 209.1 1.6 -28.6 640.4 461.2 38.9
EBIT -23.0 3538 19.2 -164.4 -2198 165 745 -77.8
PBT 273 284 122 -196.1 -3240 -7.3 553 -113.2
Net profit -240 292 139 -1822 -2733 0.7 415  -98.2  Absence of profits from Vietham
Margins:
EBIT -15.4 24.4 9.2 -39.8 -24.6 2.6 16.1 -13.6
PBT -18.3 19.4 5.8 -37.7 -24.1 -1.1 12.0 -13.1
Net Profit -16.1 199 6.6 -36.0 -22.7 0.1 9.0 -8.9

Source: Bloomberg, Publicinvest Research estimates

Important disclaimer is provided at the end of this report.| PUBLIC INVESTMENT BANK Page 2 of 4



A,
PUBLIC INVESTMENT BANK BERHAD

KEY FINANCIAL DATA

FYE Dec (RM m) 2015A 2016A 2017F 2018F 2019F
Revenue 461.2 640.4 1,000.2 1,163.4 1,132.9
Gross Profit 93.0 90.6 179.7 211.5 209.1
Operating expenses -18.5 -74.1 -41.8 -50.1 -46.6
Operating Profit 74.5 16.5 137.9 161.5 162.5
Other Gains / (Losses) 4.1 0.4 3.5 4.1 5.3
Finance Costs -22.1 -24.2 -34.7 -34.8 -35.0
Pre-tax Profit 55.3 -7.3 106.8 130.8 132.7
Income Tax -8.1 -8.7 -25.6 -31.4 -31.9
Effective Tax Rate (%) -14.7 119.5 -24.0 -24.0 -24.0
Minorities -5.7 16.7 -16.2 -19.9 -20.2
Net Profit 41.5 0.7 64.9 79.5 80.7
Growth

Revenue (%) -6.1 38.8 56.2 16.3 -2.6
Gross Profit (%) -16.7 -2.5 98.3 17.7 -1.2
Net Profit (%) 196.2 -98.2 8718.6 225 15

Source: Company, Publiclnvest Research estimates

BALANCE SHEET DATA

FYE Dec (RM m) 2015A 2016A 2017F 2018F 2019F
Property, Plant & Equipment 19.9 17.1 18.0 18.8 19.8
Cash and Cash Equivalents 87.4 101.7 137.6 121.9 145.7
Receivables 71.2 263.6 274.0 318.7 310.4
Other Assets 1,306.7 1,175.5 1,207.9 1,241.8 1,283.2
Total Assets 1,485.2 1,557.9 1,637.5 1,701.2 1,759.1
Payables 328.2 443.8 443.8 443.8 443.8
Borrowings 556.6 530.9 533.4 535.9 538.4
Dues to Customers 0.0 0.0 0.0 0.0 1.0
Other Liabilities 4.41 0.17 34.80 40.42 38.27
Total Liabilities 889.2 974.9 1,012.0 1,020.1 1,021.5
Shareholders’ Equity 501.1 504.8 547.3 602.9 659.4
Total Equity and Liabilities 1,485.2 1,557.9 1,637.5 1,701.2 1,759.1

Source: Company, Publicinvest Research estimates

PER SHARE DATA & RATIOS

FYE Dec 2015A 2016A 2017F 2018F 2019F
Book Value Per Share 1.1 1.2 1.2 1.4 1.5
NTA Per Share 0.8 0.8 0.9 1.0 1.2
EPS (Sen) 9.5 -3.8 14.8 18.1 18.4
DPS (Sen) 0.0 0.0 0.0 0.0 0.0
Payout Ratio (%) 0.0 0.0 0.0 0.0 0.0
ROA (%) 2.8 -1.1 4.0 4.7 4.6
ROE (%) 8.3 -3.3 11.9 13.2 12.2

Source: Company, Publiclnvest Research estimates
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RATING CLASSIFICATION

STOCKS

OUTPERFORM The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months.

NEUTRAL The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months.

UNDERPERFORM The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months.

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but
the underlying fundamentals are not strong enough to warrant an Outperform call.

TRADING SELL The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months.

NOT RATED The stock is not within regular research coverage.

SECTOR

OVERWEIGHT The sector is expected to outperform a relevant benchmark over the next 12 months.

NEUTRAL The sector is expected to perform in line with a relevant benchmark over the next 12 months.

UNDERWEIGHT The sector is expected to underperform a relevant benchmark over the next 12 months.

DISCLAIMER

This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be
permitted by applicable law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of
this document. The views/opinions expressed herein are subject to change without notice and solely reflects the personal views of the analyst(s)
acting in his/her capacity as employee of Public Investment Bank Berhad (“PIVB”). PIVB does not make any guarantee, representations or
warranty neither expressed or implied nor accepts any responsibility or liability as to its fairness liability adequacy, completeness or correctness
of any such information and opinion contained herein. No reliance upon such statement or usage by the addressee/anyone shall give rise to any
claim/liability for loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, connected
persons/employees, associates or agents.

This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase
or subscribe or sell any securities, related investments or financial instruments. Any recommendation in this document does not have regards to
the specific investment objectives, financial situation, risk profile and particular needs of any specific persons who receive it. We encourage the
addressee of this document to independently evaluate the merits of the information contained herein, consider their own investment objectives,
financial situation, particular needs, risks and legal profiles, seek the advice of their, amongst others, tax, accounting, legal, business
professionals and financial advisers before participating in any transaction in respect of any of the securities of the company(ies) covered in this
document.

PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may
own or have positions in the securities of the company(ies) covered in this document or any securities related thereto and may from time to time
add or dispose of, or may be materially interested in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related
companies, associates or agents do and/or seek to do business with the company(ies) covered in this document and may from time to time act
as market maker or have assumed an underwriting commitment in the securities of such company(ies), may sell them or buy them from
customers on a principal basis, may have or intend to accommodate credit facilities or other banking services and may also perform or seek to
perform investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such investment advisory or
other services from any entity mentioned in this document. The analyst(s) and associate analyst(s) principally responsible for the preparation of
this document may participate in the solicitation of businesses described aforesaid and would receive compensation based upon various factors,
including the quality of research, investor client feedback, stock pickings and performance of his/her recommendation and competitive factors.
Hence, the addressee or any persons reviewing this document should be aware of the foregoing, amongst others, may give rise to real or
potential conflicts of interest.
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