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BUY  
Last Traded Price ( 5 Apr 2019): RM2.18  (KLCI : 1,641.81) 

Price Target 12-mth: RM2.55 (17% upside) (Prev RM2.28) 
Analyst 
Tjen San CHONG, CFA +60 3 26043972   tjensan@alliancedbs.com 
                    

What’s New 
 ECRL revival could benefit three of its divisions 

 Besides construction and precast flows, ECRL could 
ignite further investments into Kuantan Port and MCKIP 

 Successful sale of Scomi or IJM Plantations could be a 
catalyst 

 BUY with higher SOP-derived TP of RM2.55 
 

Price Relative 

 
 

Forecasts and Valuation  
 FY Mar (RMm)  2018A 2019F 2020F 2021F 

Revenue 6,027 6,210 6,895 7,302 
EBITDA 1,047 1,057 1,167 1,253 
Pre-tax Profit 630 599 688 757 
Net Profit 350 408 463 512 
Net Pft (Pre Ex.) 350 408 463 512 
Net Pft Gth (Pre-ex) (%) (46.5) 16.7 13.4 10.6 
EPS (sen) 9.62 11.2 12.7 14.1 
EPS Pre Ex. (sen) 9.62 11.2 12.7 14.1 
EPS Gth Pre Ex (%) (47) 17 13 11 
Diluted EPS (sen) 9.62 11.2 12.7 14.1 
Net DPS (sen) 4.44 4.44 4.44 4.44 
BV Per Share (sen) 263 270 278 288 
PE (X) 22.7 19.4 17.1 15.5 
PE Pre Ex. (X) 22.7 19.4 17.1 15.5 
P/Cash Flow (X) 9.1 9.3 8.5 8.0 
EV/EBITDA (X) 12.7 13.8 12.6 11.7 
Net Div Yield (%) 2.0 2.0 2.0 2.0 
P/Book Value (X) 0.8 0.8 0.8 0.8 
Net Debt/Equity (X) 0.4 0.5 0.5 0.5 
ROAE (%) 3.7 4.2 4.7 5.0 
     Earnings Rev (%):  0 0 0 
Consensus EPS (sen):  11.3 13.1 14.1 
Other Broker Recs:  B: 5 S: 7 H: 10 

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

A hat trick if ECRL is revived  
ECRL revival a triple boost. IJM is the largest beneficiary of the 

ECRL among stocks under our coverage. This is because it will 

benefit three of its divisions – construction, Kuantan Port and its 

investment and land in Malaysia China Kuantan Industrial Park 

(MCKIP) and also its industry division. IJM’s construction division 

is still solid in spite of some setbacks for its LRT 3 and MRT 2 

projects. Its current orderbook of c.RM8.4bn has surpassed its 

peak of RM6.7bn in 2007. More importantly, the quality of its 

orderbook is now solid, with predominantly local jobs.  

 

Where we differ. Given the changing landscape for construction 

where projects have been cancelled and cost revised lower, 

IJM’s diversified and defensive nature as well as strong 

execution track record makes it a more attractive proposition. 

Moreover, while its orderbook is at its peak, its internal job 

pipeline, focus on more rail and hospital jobs locally and its 

legacy in India provide another avenue to grow its orderbook. 

We estimate every RM1bn increase in new contract wins (vs our 

base case) would raise FY20F EPS by 2%.  

 

Key catalysts. We believe IJM’s strong management and 

execution track record is a big plus in this changing construction 

market. Its solid balance sheet allows it to fund and participate 

in larger-scale projects without having to raise equity. Moreover, 

its diversified nature and record orderbook are key advantages 

now. Surprisingly, its property division is also doing better than 

expected and managed to bring down inventory levels. Kuantan 

Port’s throughput will receive a boost from Alliance Steel and is 

set to improve further with more investments. 
Valuation: 

Our valuation for IJM is based on sum-of-parts valuation given 

its diversified business. We value the construction business 

based on a combination of DCF and PE valuation 

methodologies, while its property and concession businesses 

are valued using DCF. 
Key Risks to Our View: 

Poorer earnings delivery. With its conglomerate structure, there 

is risk of earnings downside from other divisions such as 

property, plantations and industry. 
At A Glance  
Issued Capital (m shrs) 3,626 
Mkt. Cap (RMm/US$m) 7,905 / 1,933 
Major Shareholders (%)  
EPF 11.8 
KWAP 5.0 

Free Float (%) 56.3%      
3m Avg. Daily Val (US$m) 1.6 
ICB Industry : Industrials / Construction & Materials 
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ECRL revival a key catalyst 

 

ECRL revival will benefit three divisions: Expect orderflows for 

its construction and manufacturing divisions to rise while 

investments in Kuantan Port will also receive a boost. 

Potential divestment of tolls, IJMP and Scomi?: Gamuda’s 

divestment of its toll will set the benchmark while the sale of 

IJMP and Scomi are likely to take place in the longer term. 

BUY, raising TP to RM2.55.  Our TP rises as we impute a 

higher sustainable orderbook and roll our base year forward. 

We had the pleasure of getting an update from Dato Soam, 

the CEO of IJM.  

Will score a hat trick with ECRL revival. IJM is the largest 

beneficiary of the ECRL among stocks under our coverage. 

This is because it will benefit three of its divisions – 

construction, Kuantan Port and its investment and land in 

Malaysia China Kuantan Industrial Park (MCKIP) and also its 

industry division. 

For construction, we believe it is one of the few contractors 

which have the expertise and track record in inter-city rail- 

based jobs while its balance sheet strength is also a big 

advantage. It was involved in the Seremban-Gemas double 

tracking project where the main contractor was Ircon.  

For Kuantan Port, its throughput so far has been promising. 

For FY19, we expect total throughput to be 19-20m FWT 

where Alliance Steel will likely contribute 6-7m FWT. What is 

more promising is Alliance Steel has been using Kuantan Port 

as a base to export to other parts of ASEAN and even to the 

US. We expect the announcement of the continuation of 

ECRL to spur further investment into Kuantan Port and also 

the surrounding MCKIP development.  

The total capacity of Kuantan Port is now 32mFWT and with 

the completion of Phase 1B by year end, this will rise to 39m 

by year end. We understand with the more recent 

investments into the port which is a tyre manufacturing and 

an oil refinery, the port eventually will be operating at full 

capacity. This may spur the expansion of Phase 2 in a year’s 

time.  

Trying to grow recurring income base. IJM’s property 

investment in TRX with a 27-storey office tower (GFA of 

560,000 sq ft) will start to bear fruit. 84% of tenancy has 

been secured with Prudential (lease of 15 years) and TRX City 

moving in 3QCY19. The total investment cost or gross 

development cost is about RM500m, including land cost. 

Rental rates are in the region of RM8-11 psf. Assuming 

average blended rental rates of RM10 psf and capital value of 

RM1,400 psf, indicative gross yield could be close to 9%. 

We acknowledge there is an oversupply of office space but 

this gives IJM the opportunity to gain a foothold in a Grade A 

office building with secured tenancy from a good paymaster. 

It may complement or eventually replace the recurring income 

from its toll concessions should the government buy these 

over. An indicative gross yield of 9% is relatively attractive 

considering that the pretax margins for its property business 

have also fallen substantially. 

Construction. IJM’s current outstanding orderbook now 

stands at RM8.4bn with 41%, 30% and 29% coming from 

buildings, roads and other infrastructure projects respectively. 

New order wins for FY19 was low at just RM505m from just 

the Affin Office Building at TRX. We believe this was a 

function of the lack of meaningful projects to tender for post 

GE-14 while IJM with its strong orderbook did not have to 

resort to underpricing when bidding for contracts.  

For construction, we expect the earnings trajectory to be 

stronger driven by its RM8.4bn orderbook where the majority 

of its building jobs such as HSBC (<20% complete), 

Damansara Uptown 2 (12-13% complete) and UOB 2 

building (<20% complete) have yet to contribute in a 

meaningful way. 

More importantly, the credit standing of these customers is 

solid with no payment risk. For its BBCC retail mail project, 

the client is Mitsui which is backed by a consortium of 

Japanese Bank and payment so far has been prompt.  

While wins for FY19F has been muted, we expect this to pick 

up in FY20F where there will be more assured wins from 

internal jobs for Light Phase 2 (RM1.5-2bn over few years) , 

hospital projects (two have opened for tender in East 

Malaysia) and other building jobs (Petronas Bangi training 

centre and French Embassy). In a year’s time, IJM will also 

likely proceed with Phase 2 of Kuantan Port. 

Property 

Property presales for 9MFY19 came in at RM1.2bn and 

12MFY19 will likely match 12MFY18 full-year presales of 

RM1.67bn. So far, 65% of presales have come from the 

central region from projects such as Rimbayu and Seremban 

2. Its unsold inventory currently stands at a modest RM300m 

vs the peak of c.RM1bn. Dato Soam pointed to Real Estate 

and Housing Developers’ Association Malaysia’s (REHDA) 

recent property survey where there is a rise in optimism 

among developers in 2H19. The recent Malaysia Property 

Expo, which was aimed at helping consumers own homes at 

various discount rates and reducing property overhang, was 

also well received with sales reaching RM285m thus far. The 

target is to hit RM3bn in total presales until 30 June 2019 

when this campaign ends. 

Infrastructure – tolls and Kuantan Port.  

We believe the current ongoing negotiations between 

Gamuda and the government on the takeover of its toll 

concessions will set the benchmark for future buyouts. We 
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were made to understand that this is based on a willing buyer 

and seller basis, and valuations will be based on discounted 

cash flow. The key difference between Gamuda and IJM’s toll 

roads is that IJM owns higher majority stakes that range from 

50-100% (100% for New Pantai Expressway and Besraya) 

while Gamuda’s stakes in its toll roads range from 44-70%. 

In terms of its local toll concessions, IJM has three operating 

toll roads. Of which two are wholly-owned urban highways, 

28.9km Besraya Highway (Besraya) and 19.6km New Pantai 

Highway (NPE), and 50%-owned inter-urban highway, 

44.3km Kajang Seremban Highway (LEKAS). These 

concessions have concession periods of 44, 34 and 33 years 

respectively. 

Since 2016, the government has deferred the scheduled toll 

rate hikes for most toll roads but IJM has been compensated 

as per the concession agreements. LEKAS’ toll rate increase 

was due on 1 January 2017 while Besraya’s last toll rate 

revision was due on 1 January 2018. Average traffic volume 

growth has been commendable, ranging from 4-7% for 

FY18. 

For 9MFY19, its local tolls showed a 34% increase in EBITDA 

to RM211m. 

As for its 41% effective interest in the 233km West Coast 

Expressway connecting Banting to Taiping, tolling is expected 

to commence only a sectional basis as and when certain 

stretches are completed. It has a 50-year concession and is 

currently under construction.  

For 9MFY19, Kuantan Port registered a 26% decline in 

EBITDA to RM69m. This was on the back of lower 

throughput. For FY18, throughput was 17m FWT vs 15m 

FWT in FY17 largely from Alliance Steel’s contribution.  

In the more immediate term, the lifting of moratorium on 

bauxite exports (subject to adherence to standard operating 

procedures) effective 1 April 2019 may help lift throughput 

but it will unlikely be close to its peak in FY16 where bauxite 

contributed as much as half of the total throughput of 39m 

FWT. 

We understand there is some 200,000 MT of bauxite in 

Kuantan Port which will be exported over the next one or two 

months. There is also 7-8m MT of bauxite around the vicinity 

of the port which could be exported depending on the 

government's decision. More recently, the government said it 

has imposed a regulation of exporting 600,000 tonnes of 

bauxite every month. 

Industry 

There was no recovery for this division in 3QFY19 with 

revenue and profit dropping by 16% and 22% to RM220m 

and RM15m respectively. The lower numbers came both from 

its pre-stressed spun concrete piles and quarry divisions. Its 

9MFY19 manufacturing division’s revenue fell 20% to 

RM673m due to lower sales volume. 9MFY19 pretax profit 

fell by 36% y-o-y to RM36m due to lower sales volume and 

margins for piles and quarry. There is still about 5-6 months 

of order visibility and IJM will be targeting higher exports to 

compensate for the slowing local market.   

The revival of ECRL will be key for this division in view of the 

fact when the project was first mooted, its industry division 

received a sizeable order. Also, with potentially more activity 

and investments in MCKIP, this could spur more usage of its 

piles.  

Scomi 

IJM’s stand on its investment in Scomi is it will look to dispose 

of the latter at the right price. It currently has a 21.43% 

interest in Scomi post the share consolidation exercise and 

issuance of new shares pursuant to its merger with Scomi 

Engineering in February 2018.  

For FY18, Scomi‘s share of losses amounted to RM56m 

(FY2017: loss RM28.4 m) which was attributable to 

operational and unrealised foreign exchange losses, losses on 

disposal of assets and asset impairments. Note that IJM has 

been recognising its share of losses in this venture so far and 

this reduced its carrying value of Scomi in its balance sheet. 

As at 31 March 2018, this stood at RM71m. 

Plantations. Besides its stake in Scomi, we believe IJM may 

look to sell its stake in IJM Plantations at the right price. In the 

past, there has been numerous articles in the media 

highlighting this issue. With a potential pick-up in CPO prices 

and a higher portion of maturing estates in Indonesia, interest 

may pick up. For its Indonesian plantations, the average FFB 

yield is currently 15-16 tonnes/ha (vs Malaysia’s 25 

tonnes/ha). Out of the 35,831ha of planted area in Indonesia, 

25,213ha are still in the mature-young age profile of 4-7 

years.  

The lower FFB production of 8% for its Malaysian operations 

for 9MFY19 and lower CPO price achieved (RM2,204/MT (-

18% y-o-y) for Malaysia and RM1881/MT (-23%) for 

Indonesia more than offset the higher FFB production in 

Indonesia of 411.642MT (+13% y-o-y).   

Maintain BUY rating with higher TP. IJM’s share price has 

done well, surging 40% YTD, and it is now trading at an 

FY20F PE of 17x and P/BV of 0.8x, which is still at -1SD below 

mean. We raise our SOP-derived TP to RM2.55/share. This 

factors in i) rolling our base year to FY20F, and ii) higher 

sustainable construction orderbook of RM8.4bn (vs RM8bn 

previously) on the back of marginally higher margins.  
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SOP Value for IJM 

  
Source of all data: Company, AllianceDBS 
 

 
  

Divis ion S take SOP SOP /s hare Method

% RMm RM

Cons truction 100 4498.9 1.24 DCF and PE

Property 100 4623.2 1.28 NPV of profits

Plantations 55.1 1111.4 0.31 At market value

Tolls  - Local 100 1251.5 0.35 DCF

        - Foreign 20-100 1313.4 0.36 DCF

Water 20 5.9 0.00 PE

Ports 39-100 809.6 0.22 DCF & PE

Manufacturing 100 816.5 0.23 PE

Other lis ted entities 10-23 170.3 0.01 Market value

Les s  net debt FY20 -5399.1 -1.49

Total SOP Value 9201.7

Fully  Diluted No. of s hares  (m) 3617.0

Fully  Diluted SOP Value (RM/s hare) 2.55
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CRITICAL DATA POINTS TO WATCH 

Construction division still on firm footing. IJM’s construction 

division is still solid in spite of some setbacks for its LRT 3 and MRT 

2 package. Its current orderbook of c.RM8.4bn has surpassed its 

peak of RM6.7bn in 2007. FY18 new wins was solid at RM2.8bn 

but FY19 is more modest with just one win for the Affin Building in 

TRX. More importantly, the quality of its orderbook is now solid, 

with predominantly local jobs while its clientele for the private 

sector building jobs are also of blue-chip calibre. This compares to 

2007 when half of its orderbook comprised legacy overseas 

projects and raw material costs were also high. It has started to get 

its foot back into the India market with two projects won in FY17. 

IJM will be focusing on more rail and hospital jobs locally.  

 

Diversified nature a plus now. We believe IJM’s strong management 

and execution track record are huge positives in the current 

construction climate where all privately negotiated contracts will be 

terminated. Its strong balance sheet enables it to fund and 

participate in larger-scale projects without having to raise equity. 

With two projects (HSR and MRT 3) postponed, we believe that 

contractors such as IJM which have a solid track record and have 

been competitive in open tenders, coupled with their varied 

expertise in other segments of the construction value, will stand to 

benefit in the long term.  

 

Infrastructure division provides a recurring base. We believe the 

current ongoing negotiations between Gamuda and the 

government on the takeover of its toll concessions will set the 

benchmark for future buyouts. In terms of its local toll concessions, 

IJM has three operating toll roads. Of which two are wholly-owned 

urban highways, 28.9km Besraya Highway (Besraya) and 19.6km 

New Pantai Highway (NPE), and 50%-owned inter-urban highway, 

44.3km Kajang Seremban Highway (LEKAS). These concessions 

hold concession periods of 44, 34 and 33 years respectively. The 

government has deferred the scheduled toll rate hikes for most toll 

roads but IJM has been compensated as per the concession 

agreements. LEKAS toll rate increase was due on 1 January 2017 

while Besraya’s last toll rate revision was due on 1 January 2018. 

For Kuantan Port, total capacity with the completion of Phase 1A 

now stands at 32m FWT but will increase to 39k FWT once Phase 

1B is completed..  

 

Manufacturing division impacted by slowing local orders but 

targeting more exports. IJM’s presence in the infrastructure space in 

Malaysia is twofold – construction, and manufacturing via Industrial 

Concrete Products. With a 50% market share in the spun piles 

market, we expect this business to eventually benefit from the 

revival of port and rail-based projects in spite of a slower market 

now. In the interim, it will be focusing on increasing its exports. 

 

 
 
  

Construction profit contribution 

 

Property revenue 

 

Manufacturing profit contribution 

 

Propety margins 

 

New order wins 

 
Source: Company, AllianceDBS 
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Appendix 1: A look at Company's listed history – what drives its share price? 
 

IJM’s share price performance vs KLCI, Steel price, CPO Price and EPS 

 

Source: Company, AllianceDBS, DBSVI  
 

The key share price driver for IJM appears to be new contract 

wins and to some extent earnings growth. In spite of its 

conglomerate structure, construction wins appear to be the 

most direct critical factor. There is also a negative correlation 

of -0.7x with steel prices as IJM has a fair share of building 

contracts in its orderbook. There is no direct correlation with 

CPO prices as IJM Plantations is listed.  
 
IJM’s share price performance vs contract wins 

 

Source: Company, AllianceDBS, DBSVI 
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A - IJM acquired  
25%stake in Scomi in 
Sept-12. 

Won RM1.47bn V203 MRT 
Line 2 package in May-16 
and RM1.2bn Kuantan Port 
NDWT in Feb-16

C. Dec/Jan 15. Announced
RM3.5bn new wins 
including RM2.8bn WCE 

B. MOU in Feb-13 to 
dispose 40% of Kuantan 

Port to Guangxi Beibu. 

Conclusion of the  14th 
General Elections where 
most conrractors de-rated
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Balance Sheet: 

Strong balance sheet. IJM’s net debt as at 31 December was 

RM5.6bn. While this seems on the high side, about 88% of the 

outstanding debt is ring-fenced against cash flows from its 

concession assets (non-recourse debt).  

 

Share Price Drivers: 

Diversified infrastructure proxy. Although IJM is a conglomerate, 

its share price shows more correlation to news of new contract 

wins. But its peak orderbook and more diversified profit base 

make it a less leveraged proxy to an expected surge in contract 

flows. It stands a good chance of clinching works for building, 

hospital and other infrastructure jobs.  

 

Kuantan Port expansion. IJM’s Kuantan Port expansion plan was 

not premised on the construction of the East Coast Railway Link 

(ECRL) but will still benefit from the likely revival of the project. 

The port is also undergoing an expansion to double its capacity 

to 52m FWT from 26m FWT now where the additional 

throughput was to cater for the increase in activities at the 

industrial park. IJM Land also holds a 40% stake in the Malaysia 

Consortium that has a 51% stake in Malaysia-China Kuantan 

Industrial Park (MCKIP). MCKIP, which has already seen higher 

total committed investments. We also understand IJM owns a 

prime parcel of land (600 acres) at MCKIP Phase 3. 

 

Also a proxy to IJM Land. With the privatisation of IJM Land, 

investors wanting exposure to its property arm will have to be 

invested in IJM. Given the lack of listed large-cap township 

developers, IJM may also regain its appeal when interest returns 

to the property market. 

 

Key Risks: 

Weaker-than-expected wins. We believe IJM will still be more 

selective when bidding for projects, given its peak orderbook. 

But IJM remains a reputable contractor with a strong execution 

track record and balance sheet, and may still be present in 

large-scale infrastructure projects when they are eventually 

implemented. 

 

Company Background 

IJM is a conglomerate involved in construction, property 

development, plantations, industrial products, toll concessions 

and ports. 

 

 

Leverage & Asset Turnover (x) 

 

Capital Expenditure 

 

ROE (%) 

 

Forward PE Band (x) 

 

PB Band (x) 

 
Source: Company, AllianceDBS 
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Key Assumptions  

FY Mar   2017A 2018A 2019F 2020F 2021F 

      
  New order wins 2,600 3,800 505 2,000 2,500 

  Property revenue 1,438 1,245 1,307 1,359 1,414 

  Propety margins 21.1 8.88 11.0 13.0 14.0 

 
Segmental Breakdown  

FY Mar   2017A 2018A 2019F 2020F 2021F 
      
Revenues (RMm)      

  Construction 2,151 2,326 2,580 2,979 3,163 

  Property 1,438 1,245 1,307 1,359 1,414 

  Manufacturing & quarry 1,133 1,054 949 1,043 1,148 

  Plantation 754 747 785 864 864 

  Others 589 655 590 649 713 

Total 6,065 6,027 6,210 6,895 7,302 

PBT (RMm)      
  Construction 217 226 191 225 255 

  Property 303 111 144 177 198 

  Manufacturing & quarry 142 82.5 61.9 68.1 74.9 

  Plantation 169 77.3 62.5 73.5 77.2 

  Others 179 133 140 144 152 

Total 1,010 630 599 688 757 

PBT Margins (%)      
  Construction 10.1 9.7 7.4 7.6 8.1 

  Property 21.1 8.9 11.0 13.0 14.0 

  Manufacturing & quarry 12.6 7.8 6.5 6.5 6.5 

  Plantation 22.4 10.3 8.0 8.5 8.9 

  Others 30.4 20.3 23.7 22.2 21.2 

Total 16.7 10.4 9.7 10.0 10.4 

 
Income Statement (RMm) 

FY Mar  2017A 2018A 2019F 2020F 2021F 

      
Revenue 6,065 6,027 6,210 6,895 7,302 

Cost of Goods Sold (4,638) (4,788) (4,969) (5,484) (5,772) 

Gross Profit 1,427 1,239 1,241 1,411 1,530 

Other Opng (Exp)/Inc (345) (419) (438) (509) (551) 

Operating Profit 1,082 820 803 902 979 

Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0 

Associates & JV Inc 73.1 (4.5) (4.7) (4.9) (5.2) 

Net Interest  (Exp)/Inc (145) (186) (199) (209) (217) 

Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0 

Pre-tax Profit 1,010 630 599 688 757 

Tax (243) (239) (150) (172) (189) 

Minority Interest (113) (40.9) (41.4) (52.9) (55.6) 

Preference Dividend 0.0 0.0 0.0 0.0 0.0 

Net Profit 654 350 408 463 512 

Net Profit before Except. 654 350 408 463 512 

EBITDA  1,259 1,047 1,057 1,167 1,253 

Growth      

Revenue Gth (%) 18.3 (0.6) 3.0 11.0 5.9 

EBITDA Gth (%) 9.9 (16.9) 1.0 10.4 7.4 

Opg Profit Gth (%) 8.2 (24.2) (2.0) 12.3 8.5 

Net Profit Gth (Pre-ex) (%) 33.0 (46.5) 16.7 13.4 10.6 

Margins & Ratio      

Gross Margins (%) 23.5 20.6 20.0 20.5 21.0 

Opg Profit Margin (%) 17.8 13.6 12.9 13.1 13.4 

Net Profit Margin (%) 10.8 5.8 6.6 6.7 7.0 

ROAE (%) 7.1 3.7 4.2 4.7 5.0 

ROA (%) 3.2 1.7 1.9 2.0 2.1 

ROCE (%) 4.6 2.8 3.3 3.6 3.8 

Div Payout Ratio (%) 30.6 45.8 39.2 34.6 31.3 

Net Interest Cover (x) 7.5 4.4 4.0 4.3 4.5 

Source: Company, AllianceDBS 
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Quarterly / Interim Income Statement (RMm) 

FY Mar  3Q2018 4Q2018 1Q2019 2Q2019 3Q2019 

      
Revenue 1,566 1,399 1,444 1,309 1,507 

Cost of Goods Sold (1,266) (1,105) (1,155) (1,094) (1,202) 

Gross Profit 300 294 289 215 306 

Other Oper. (Exp)/Inc (96.9) (130) (129) (141) (54.0) 

Operating Profit 203 163 160 74.1 252 

Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0 

Associates & JV Inc 17.5 (43.9) 3.33 18.5 (5.7) 

Net Interest (Exp)/Inc (48.4) (41.9) (59.8) (56.8) (68.7) 

Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0 

Pre-tax Profit 172 77.7 103 35.8 177 

Tax (62.3) (65.3) (42.4) (24.1) (76.1) 

Minority Interest (8.7) (1.2) 1.95 10.2 (7.8) 

Net Profit 101 11.2 62.8 21.9 93.4 

Net profit bef Except. 101 11.2 62.8 21.9 93.4 

EBITDA  221 120 163 92.6 246 

      

Growth      

Revenue Gth (%) (1.7) (10.7) 3.3 (9.4) 15.1 

EBITDA Gth (%) (5.0) (45.9) 36.4 (43.2) 165.6 

Opg Profit Gth (%) (12.6) (19.6) (2.3) (53.6) 239.7 

Net Profit Gth (Pre-ex) (%) (8.6) (89.0) 461.0 (65.1) 326.2 

Margins      

Gross Margins (%) 19.2 21.0 20.0 16.5 20.3 

Opg Profit Margins (%) 13.0 11.7 11.1 5.7 16.7 

Net Profit Margins (%) 6.5 0.8 4.3 1.7 6.2 

 
Balance Sheet (RMm)  

FY Mar  2017A 2018A 2019F 2020F 2021F 
      
Net Fixed Assets 1,990 1,990 3,355 3,509 3,653 

Invts in Associates & JVs 1,656 1,538 1,508 1,478 1,448 

Other  LT  Assets 5,627 6,422 6,554 6,685 6,817 

Cash & ST Invts 2,151 1,780 697 881 1,114 

Inventory 1,422 1,334 1,601 1,921 2,306 

Debtors 2,031 1,952 2,343 2,811 3,374 

Other Current Assets 6,016 6,279 6,329 6,379 6,429 

Total Assets 20,893 21,295 22,386 23,665 25,140 

      
ST Debt 
 

1,743 2,904 2,954 3,004 3,054 

Creditor 2,518 3,020 3,624 4,349 5,219 

Other  Current Liab 23.7 43.1 43.1 43.1 43.1 

LT Debt 4,226 2,976 3,126 3,276 3,426 

Other  LT  Liabilities 1,565 1,586 1,586 1,586 1,586 

Shareholder’s Equity 9,497 9,489 9,735 10,035 10,385 

Minority Interests 1,319 1,276 1,318 1,371 1,426 

Total Cap. & Liab. 20,893 21,295 22,386 23,665 25,140 

      

Non-Cash Wkg. Capital 6,927 6,502 6,605 6,719 6,845 

Net Cash/(Debt) (3,818) (4,100) (5,383) (5,399) (5,366) 

Debtors Turn (avg days) 129.0 120.6 126.2 136.4 154.6 

Creditors Turn (avg days) 195.4 221.6 257.2 278.8 317.6 

Inventory Turn (avg days) 102.9 110.3 113.6 123.2 140.3 

Asset Turnover (x) 0.3 0.3 0.3 0.3 0.3 

Current Ratio (x) 2.7 1.9 1.7 1.6 1.6 

Quick Ratio (x) 1.0 0.6 0.5 0.5 0.5 

Net Debt/Equity (X) 0.4 0.4 0.5 0.5 0.5 

Net Debt/Equity ex MI (X) 0.4 0.4 0.6 0.5 0.5 

Capex to Debt (%) 10.3 20.3 28.8 8.8 8.5 

Source: Company, AllianceDBS 
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Cash Flow Statement (RMm)  

FY Mar  2017A 2018A 2019F 2020F 2021F 

      
Pre-Tax Profit 1,010 630 599 688 757 

Dep. & Amort. 177 227 254 264 274 

Tax Paid (243) (239) (150) (172) (189) 

Assoc. & JV Inc/(loss) (73.1) 4.46 4.69 4.92 5.17 

Chg in Wkg.Cap. 156 669 (53.2) (63.9) (76.7) 

Other Operating CF 464 (416) 199 209 217 

Net Operating CF 1,491 874 854 931 987 

Capital Exp.(net) (613) (1,195) (1,750) (550) (550) 

Other Invts.(net) (377) (787) 0.0 0.0 0.0 

Invts in Assoc. & JV (58.7) (125) 0.0 0.0 0.0 

Div from Assoc & JV 27.9 93.8 25.0 25.0 25.0 

Other Investing CF 662 848 (50.0) (50.0) (50.0) 

Net Investing CF (359) (1,166) (1,775) (575) (575) 

Div Paid (395) (302) (162) (162) (162) 

Chg in Gross Debt  (273) (60.1) 0.72 (9.3) (16.7) 

Capital  Issues 51.2 23.3 0.0 0.0 0.0 

Other Financing CF (47.3) (49.4) 0.0 0.0 0.0 

Net Financing CF (664) (388) (162) (172) (179) 

Currency Adjustments 0.0 0.0 0.0 0.0 0.0 

Chg in Cash 468 (680) (1,083) 184 233 

Opg CFPS (sen) 37.0 5.65 24.9 27.3 29.3 

Free CFPS (sen) 24.4 (8.8) (24.6) 10.5 12.0 

Source: Company, AllianceDBS

 

 
 
Target Price & Ratings History 

 

Source: AllianceDBS 

Analyst: Tjen San CHONG 
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AllianceDBS recommendations are based an Absolute Total Return* Rating system, defined as follows: 

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

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

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

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

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

Share price appreciation + dividends 

 
Completed Date:  8 Apr 2019 08:17:25  (MYT) 
Dissemination Date: 8 Apr 2019 10:49:22  (MYT) 

 

Sources for all charts and tables are AllianceDBS unless otherwise specified. 

 

GENERAL DISCLOSURE/DISCLAIMER  

This report is prepared by AllianceDBS Research Sdn Bhd (''AllianceDBS''). This report is solely intended for the clients of DBS Bank Ltd, its 

respective connected and associated corporations and affiliates 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 AllianceDBS Research Sdn Bhd (''AllianceDBS'').      

 

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS 

Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, 

the “DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into account any other 

factors which we may consider to be relevant or appropriate in preparing the research.  Accordingly, we do not make any representation or 

warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are subject to change without 

notice. This research 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 DBS 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 DBS 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 DBS Group, may have 

positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and 

other banking services for these 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, it may 

not contain all material information concerning the company (or companies) referred to in this report and the DBS Group is under no obligation to 

update the information in this report. 

 

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned 

schedule or frequency for updating research publication relating to any issuer.   

 

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 DBS 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. 

 

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

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.  
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DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any public 

offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does not engage 

in market-making.   

 

ANALYST CERTIFICATION 

The research analyst(s) 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(s) 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 the report. The research analyst 

(s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate
1
 does not serve as an officer of 

the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the 

real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the 

management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for the content of this research report or 

his associate does not have financial interests
2
  in relation to an issuer or a new listing applicant that the analyst reviews.  DBS Group has 

procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the production of 

research reports.  The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment 

banking function of the DBS Group and procedures are in place to ensure that confidential information held by either the research or investment 

banking function is handled appropriately.  There is no direct link of DBS Group's compensation to any specific investment banking function of 

the DBS Group. 

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS'') or their subsidiaries and/or other affiliates  do not have 

a proprietary position in the securities  recommended in this report as of 28 Feb 2019 

2. Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research 

Report.  

 

Compensation for investment banking services: 

3. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of 

securities as a manager or co-manager or in any other investment banking transaction 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.            

 

Disclosure of previous investment recommendation produced: 

4. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates may have published 

other investment recommendations in respect of the same securities / instruments recommended in this research report during the 

preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment 

recommendations published by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other 

affiliates in the preceding 12 months.      

 
  

                                            
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of 

which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person 
accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an issuer or 
a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis.  This 
term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme other than an issuer or 
new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer or a new listing applicant.   
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RESTRICTIONS ON DISTRIBUTION  

General 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. 

 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian Financial 

Services Licence no. 475946. 

 

DBSVS and DBSV HK 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 Bank Ltd and DBSVS 

are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is regulated by the 

Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from Australian laws. 

 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

 

Hong Kong This report has been prepared by an entity(ies) which is not licensed by the Hong Kong Securities and Futures 

Commission to carry on the regulated activity of advising on securities pursuant to the Securities and Futures Ordinance 

(Chapter 571 of the Laws of Hong Kong).  This report is being distributed in Hong Kong and is attributable to DBS Bank 

(Hong Kong) Limited, a registered institution registered with the Hong Kong Securities and Futures Commission to carry 

on the regulated activity of advising on securities pursuant to the Securities and Futures Ordinance (Chapter 571 of the 

Laws of Hong Kong).    

                 

For any query regarding the materials herein, please contact Carol Wu (Reg No. AH8283) at dbsvhk@dbs.com 

 

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

 

Malaysia 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 

 

Singapore 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. 
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Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  

 

United 

Kingdom 

This report is produced by AllianceDBS Research Sdn Bhd which is regulated by the Securities Commission Malaysia.  

 

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is authorised 

and regulated by the Financial Conduct Authority in the United Kingdom.  

 

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 

associated corporations and affiliates 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 DBSVUK. This communication is 

directed at persons having professional experience in matters relating to investments. Any investment activity following 

from this communication will only be engaged in with such persons. Persons who do not have professional experience in 

matters relating to investments should not rely on this communication. 

 

Dubai 

International 

Financial 

Centre  

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608 - 610, 6
th
 Floor, 

Gate Precinct Building 5, PO Box 506538, 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 Arab 

Emirates 

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as 

defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for information 

purposes only and should not be relied upon or acted on by the recipient or considered as a solicitation or inducement to 

buy or sell any financial product. It does not constitute a personal recommendation or take into account the particular 

investment objectives, financial situation, or needs of individual clients. You should contact your relationship manager or 

investment adviser if you need advice on the merits of buying, selling or holding a particular investment. You should note 

that the information in this report may be out of date and it is not represented or warranted to be accurate, timely or 

complete. This report or any portion thereof may not be reprinted, sold or redistributed without our written consent. 

 

United States This report was prepared by AllianceDBS Research Sdn Bhd (''AllianceDBS'').  DBSVUSA did not participate in its 

preparation.  The research analyst(s) named on this report are not registered as research analysts with FINRA and are not 

associated persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst 

compensation, communications with a subject company, public appearances and trading securities held by a research 

analyst. This report is being distributed in the United States by DBSVUSA, which accepts responsibility for its contents. 

This report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other 

institutional investors and qualified persons as DBSVUSA may authorize.  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 

jurisdictions 

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. 
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DBS Regional Research Offices 

 
HONG KONG 
DBS (Hong Kong) Ltd 
Contact: Carol Wu 
13th Floor One Island East, 
18 Westlands Road, 
Quarry Bay, Hong Kong 
Tel: 852 3668 4181 
Fax: 852 2521 1812 
e-mail: dbsvhk@dbs.com 
 

MALAYSIA 
AllianceDBS Research Sdn Bhd 
Contact: Wong Ming Tek (128540 U) 
19th Floor, Menara Multi-Purpose, 
Capital Square, 
8 Jalan Munshi Abdullah 50100 
Kuala Lumpur, Malaysia. 
Tel.: 603 2604 3333 
Fax:  603 2604 3921 
e-mail: general@alliancedbs.com 

SINGAPORE 
DBS Bank Ltd 
Contact: Janice Chua 
12 Marina Boulevard, 
Marina Bay Financial Centre Tower 3 
Singapore 018982 
Tel: 65 6878 8888 
Fax: 65 65353 418 
e-mail: equityresearch@dbs.com 
Company Regn. No. 196800306E 
 

THAILAND 
DBS Vickers Securities (Thailand) Co Ltd  
Contact: Chanpen Sirithanarattanakul  
989 Siam Piwat Tower Building,  
9th, 14th-15th Floor 
Rama 1 Road, Pathumwan,  
Bangkok Thailand 10330 
Tel. 66 2 857 7831 
Fax: 66 2 658 1269 
e-mail: research@th.dbs.com  
Company Regn. No 0105539127012 
Securities and Exchange Commission, Thailand 

INDONESIA 
PT DBS Vickers Sekuritas (Indonesia) 
Contact: Maynard Priajaya Arif 
DBS Bank Tower 
Ciputra World 1, 32/F 
Jl. Prof. Dr. Satrio Kav. 3-5 
Jakarta 12940, Indonesia 
Tel: 62 21 3003 4900 
Fax: 6221 3003 4943 
e-mail: research@id.dbsvickers.com 
 

 

 


