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Investment Highlights

Price RM0.80
Fair Value RM0.78 )
52-week High/Low RM1.01/RM0.70 ® We cut our FY21-23F net profit forecasts by 27%, 14%
and 12% respectively and reduce our fair value (FV) by
Key Changes 14% to RMO0.78 (from RMO0.91) based on 9x revised FD
E‘;‘;"a'“e 8 FY22F EPS, in line with our benchmark forward target PE
of 9x for small-cap construction stocks. There is no FV
YE to Dec FY20 FY2IF FY22F  FY23F adjustment for ESG based on a 3-star rating as appraised
by us (Exhibit 4). Maintain HOLD.
Revenue (RM mil) 794.7 900.0 990.0 1,075.0 ) ) ) )
Core net profit (RM mil) 14.3 25.8 30.7 38.2 ® Kimlun'’s 1HFY21 core net profit of RM9.3mil came in
FD Core EPS (sen) 4.2 74 8.7 107 below expectations at only 26% and 29% of our full-year
FD Core EPS growth (%) (74.8) 778 17.6 226 B} .
Consensus Net Profit (RM mi) ’ 319 20.0 a6 forecast[ and thg full year. consen.sus estimates
DPS (sen) 1.0 33 33 33 respectively. We believe the variance against our forecast
PE (X) 19.0 10.7 9.1 7.4 came largely from sub-optimal construction activities and
EY/E.BE%“«)(X) Ig i-g ig 2-§ the disruption in building material supply on tightened
Div yield (% . . . . . . i10 .
ROE (%) 11 35 i1 49 pandemic restrictions as Covid-19 infections surged.
Net Gearing (%) 48.3 43.3 377 3L1 e Nonetheless, its IHFY21 was a return to the black at the
Stock and Einancial Data net_ Ic_a\(el vs. in the red a year ago, as both constr.uctl.on
activities and precast concrete product deliveries
Shares Outstanding (million) 320.6 (including exports to Singapore) adjusted better to
Market Cap (RM mil) 254.9 operating under the new norms vs. a year ago.
Book Value (RM/share) 2.26
P/BV (x) 0.4 ® Our earnings downgrade is to reflect a more prolonged
ROE (%) 11 and challenging path to normalisation of operations.
Net Gearing (%) 483
. . ® During a recent analyst briefing, Kimlun reiterated its
Major Shareholders Phin Sdn Bhd (36.296) guidance for RM500mil construction job wins in FY21F
Phang Khang Hau (5.8%) . . . . .
Pang Tin (5.2%) (vs. our assumption that is slightly higher at RM550mil).
Free Float 31.0 So far in FY21F, it has yet to secure any significant
Avg Daily Value (RM mil) 01 contract while its outstanding construction order book
Price performance 3mth 6mth 12mth currently stands at RMO.8bil.
® |t is currently pursuing new jobs in Sarawak such as the
Absolute (%) (76) (6. 26 Pan Borneo Highway (PBH) Sarawak Phase 2 project (that
Relative (%) (3.9) 2.2 1.2 W _
stretches from Miri to Limbang and Lawas at the northern
20 - 2000 tip of Sarawak) and a RM6bil non-rail/bus rapid transit
| 1800 system called Autonomous Rapid Transit Sarawak. In
25 4 L 1.600 Peninsular Malaysia, it is eyeing work packages from
L 1,400 Central Spine Road, the Johor Bahru-Singapore Rapid
291 L 1200 Transit System (RTS), Iskandar Malaysia bus rapid transit
15 | L 1,000 and private-sector building jobs.
10 ) 80 ® Meanwhile, at present, the order backlog at its precast
60 concrete product segment stands at RM300mil. For
05 4 400 FY21F, it reiterated its guidance for new orders of
200 RM150mil to RM180mil, largely coming from Singapore
°‘§ep_16 Sep-17  Sep-18  Sep-19  Sep-20 0 (vs. our assumption that is slightly higher at RM200mil).
Typically, the division contributes to 35-40% of group
KICB MK FBMKLCI Index gross profit.
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® \We remain cautious on the local construction sector. On one hand, the trading sentiment on construction stocks
may be buoyed by the impending announcement of the 12" Malaysia Plan and Budget 2022. On the other hand,
macro and operational challenges remain aplenty in the sector, including high national debt weighing on the
government’s ability to roll out public projects in a major way, mega projects that have lost their shine (less
impactful as they are not fast-tracked and implementation models that gravitate towards a public-private
partnership where the main contractor may be required to take on certain operating/commercial risk and/or
participate in the funding of the project), intensifying competition (amidst growing presence of foreign
contractors especially large state-owned Chinese contractors), and higher operating cost and risk, lower
efficiency and supply-chain disruptions as the pandemic rages on.

® \We believe Kimlun’s valuations as a small-cap construction stock at 7-11x forward earnings are fair on muted
growth prospects.

EXHIBIT 1: RESULTS SUMMARY

YE Dec Fy21 Fy21 QoQ FY20 Fy21 YoY
(RMmil) 1Q 2Q Chg 6M 6M Chg
Turnover 210.3 2143 2% 339.3 424.6 25%
Construction 153.2 132.4 (14%) 253.8 285.6 13%
Manufacturing 52.0 38.1 (27%) 83.8 90.2 8%
Others 5.0 43.8 >100% 17 48.8 >100%
Gross profit 22,5 18.6 (17%) 235 41.1 75%
Construction 8.5 7.6 (10%) 12.4 16.1 30%
Manufacturing 12.9 5.9 (54%) 10.7 18.8 6%
Others 11 5.1 >100% 0.4 6.2 >100%
EBIT 14.8 6.4 (57%) 7.6 23.3 >100%
Net inc/(exp) (3.6) 87 % (9.6) (7.4 (23%)
Associates (0.0 (0.2 2% (0.3) 0.3 (13%)
El 14 0.8 (46%) (0.2) 22 nm
Pretax profit 12.4 3.2 (74%) (2.3) 15.6 nm
Taxation (33 (0.9 (73%) (0.9) 4.2 >100%
Minority interest 0.0 0.1 nm 0.0 0.1 >100%
Net profit 9.1 24 (74%) (3.2) 11.5 nm
EPS (sen) 2.6 0.7 (74%) (0.9 33 nm
Net profit ex-El 1.7 1.6 (79%) (3.2) 9.3 nm
Gross construction margin 6% 6% (6%) 5% 6% 0%
EBIT margin % % 1% 2% 5% 0%
Pretax margin 6% 2% 0% (29%) 4% 0%
Effective tax rate 27% 28% 1% (38%) 27% 0%

Source: Company, Aminvestment Bank Bhd
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EXHIBIT 2: PB BAND CHART EXHIBIT 3: PE BAND CHART
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EXHIBIT 4: ESG RATING
Overall *x Xk %
Zero-carbon inttiatives *
Work site safety *x ok ok
Migrant worker welfare *x ok ok
Corporate social responsibility *x ok Kk %
Pollution control *
Supply chain auditing *x K
Corruption-free pledge *x ok ok
Gender diversity *x K
Accessibility & transparency *x ok Kk Kk

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on fundamental fair
value based on the overall ESG rating as appraised by us, from 1-star to 5-star

AmlIinvestment Bank Bhd 3




Kimlun Corp 21 Sep 2021

EXHIBIT 5: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Revenue 1,302.8 794.7 900.0 990.0 1,075.0
EBITDA 153.3 84.4 93.1 97.7 105.1
Depreciation/Amortisation (54.1) (43.4) (43.4) (43.4) (43.4)
Operating income (EBIT) 99.2 40.9 49.7 54.3 61.7
Other income & associates (0.4) (0.6) (0.6) (0.6) (0.6)
Net interest (16.7) (185) (16.8) (15.2) (13.3)
Exceptional items (2.4) (6.3) - - -
Pretax profit 79.7 15.5 322 38.4 47.8
Taxation (21.3) (7.6) (6.4) (7.7) (9.6)
Minorities/pref dividends - - - - -
Net profit 58.4 8.0 25.8 30.7 38.2
Core net profit 60.8 14.3 25.8 30.7 38.2
Balance Sheet (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Fixed assets 203.0 172.9 159.5 146.1 132.7
Intangible assets - - - - -
Other long-term assets 186.6 1917 191.1 190.5 189.9
Total non-current assets 389.6 364.7 350.6 336.6 3225
Cash & equivalent 64.9 57.4 76.6 100.8 1325
Stock 80.0 130.7 130.7 130.7 130.7
Trade debtors 872.8 847.5 847.5 847.5 847.5
Other current assets 138.8 105.5 105.5 105.5 105.5
Total current assets 1,156.6 1,141.1 1,160.4 1,184.6 1,216.2
Trade creditors 383.6 318.3 318.3 318.3 318.3
Short-term borrowings 252.4 275.7 275.7 275.7 275.7
Other current liabilities 315 25.3 25.3 25.3 25.3
Total current liabilities 667.4 619.2 619.2 619.2 619.2
Long-term borrowings 154.2 132.2 122.2 112.2 102.2
Other long-term liabilities 4.0 31 31 31 31
Total long-term liabilities 158.2 135.3 125.3 115.3 105.3
Shareholders’ funds 720.5 725.9 7411 761.3 788.9
Minority interests 0.1 25.4 25.4 25.4 25.4
BV/share (RM) 2.25 2.26 231 2.37 2.46
Cash Flow (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Pretax profit 79.7 15.5 322 38.4 47.8
Depreciation/Amortisation 54.1 434 434 434 434
Net change in working capital (105.4) (25.4) - - -
Others (715) (58.0) (239) (23.5) (23.5)
Cash flow from operations (43.1) (24.4) 51.8 58.3 67.7
Capital expenditure 97.7) (20.8) (30.0) (30.0) (30.0)
Net investments & sale of fixed assets 5.8 7.7 - - -
Others - (3.8) - - -
Cash flow from investing (91.9) (17.0) (30.0) (30.0) (30.0)
Debt raised/(repaid) 142.6 38.8 - - -
Equity raised/(repaid) 9.8 8.7 - - -
Dividends paid (12.3) (11.2) (10.6) (10.6) (10.6)
Others (36.1) (32.0) (16.8) (15.2) (133
Cash flow from financing 104.0 4.2 (27.4) (25.8) (23.9)
Net cash flow (30.9) (37.2) (5.6) 25 13.8
Net cash/(debt) b/f 10.5 332 477 77.0 111.2
Net cash/(debt) c/f (20.4) 4.0 421 79.5 125.0
Key Ratios (YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Revenue growth (%) 28.7 (39.0) 13.2 10.0 8.6
EBITDA growth (%) 15.1 (45.0) 10.3 49 7.6
Pretax margin (%) 6.1 2.0 3.6 3.9 4.4
Net profit margin (%) 4.5 1.0 2.9 31 3.6
Interest cover (x) 5.9 2.2 3.0 3.6 4.6
Effective tax rate (%) 26.8 48.8 20.0 20.0 20.0
Dividend payout (%) 18.1 40.2 41.0 34.4 217
Debtors turnover (days) 235 395 344 312 288
Stock turnover (days) 28 48 53 48 44
Creditors turnover (days) 116 161 129 117 108

Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“AmIinvestment”)
without regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell,
warranty, representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence
any one to buy or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Amlinvestment
recommends that you evaluate a particular investment or strategy based on your individual circumstances and objectives
and/or seek financial, legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at
the time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair
and reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they
are accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this
report constitute Amlnvestment’s views as of this date and are subject to change without notice. Notwithstanding that,
Amlinvestment has no obligation to update its opinion or information in this report. Facts and views presented in this report
may not reflect the views of or information known to other business units of Aminvestment's affiliates and/or related
corporations (collectively, “AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or
republished for any purpose without AmInvestment’s prior written consent. AmInvestment, AmBank Group and its respective
directors, officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or
consequential losses, loss of profits and/or damages arising from the use or reliance of this report and/or further
communications given in relation to this report. Any such responsibility is hereby expressly disclaimed.

Aminvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which
may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you
should have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer
will not be affected.
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