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Gamuda Berhad
“PTMP is The Next Catalyst”

BUY (TP: RM5.87)
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Progress of KVMRT1. The financial progress of PDP
scope and underground works remained on track at
50% and 61% respectively as at 6M15. On the
underground works, only one tunnel boring machines
(TBM) is still grinding steadily and expected to be
completed by mid-April 2015. Nine other TBMs have
been decommissioned and currently undergoing
refurbishment in Ipoh for the upcoming KVMRT2
project. The entire project is on track to be
completed by July 2017. Gamuda’s current
construction orderbook stood at RM1.6 billion as at the
end of 2Q15 (1Q15: RM1.8 billion).

Property update. Gamuda achieved a lower property
sales of RM535 million in 6M15 (-45% y-0-y) due to the
lethargic property market in Klang Valley and Johor as
a results of tightening measures imposed by Bank
Negara Malaysia (BNM). The management guided that
FY15 sales project of RM1.8 billion has been revised
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downwards to RM1.2 billion (-34%) due to the subdued local property market predicted in 2015.
The group’s unbilled sales stood at RM1.5 billion in 6M15.

e Slight delay for KVWMRT2. KVYMRT2 project roll-out will be delayed between three to six month
due to changes in the alignment to incorporate a new station, Bandar Malaysia (nearby Sg. Besi).
The public display for the railway scheme will commence in mid-2015 and tendering is only
expected to be called by 4Q2015 instead of the previous target in 3Q2015 with initial contract
awards could be expected by mid-2016. Furthermore, the negotiation of ‘project delivery
partner’ (PDP) agreement is progressing smoothly and expected to be signed by mid-2015.

e Penang Transport Master Plan. Gamuda has submitted the bids for the PDP role of Penang
Transport Master Plan (PTMP) which estimates to cost approximately RM27 billion comprising the
development of integrated public transportation system and highway network. Penang’s state
government has closed the Request for Proposal (RFP) exercise to assign the PDP role of PTMP in
February 2015 and the result could be announced between May and July 2015. We expect
Gamuda to emerge as the front runner for the project based on their expertise as the current
PDP role for KYMRT1 and KVMRT2 projects.

e Property outlook. Despite a weaker outlook on property market throughout FY15, Gamuda is
now turning its focus to replenish its landbank. Recently, Gamuda has acquired a small parcel of
freehold land in South Yarra, Melbourne measuring 0.35 acres for AUD40 million (AUD27,875 per
sq. metres). Gamuda is planning to develop 150 units of apartments with estimates GDV of
RM390 million and targeted to be launched by the end of 2015. Domestically, Gamuda has
acquired a piece of leasehold land measuring approximately 104.1 hectares (257.2 acres) in
Mukim Tanjong 12, Kuala Langat, Selangor, back in December 2014 for a total cash consideration
of RM392 million (RM35 per sq. ft.). The group’s total landbank size is now at 4,052 acres
(Malaysia: 3,452 acres, Overseas: 600 acres) with remaining GDV of RM49 billion.

e  Water concession update. Gamuda remains hopeful to conclude the disposal of SPLASH by 2015
and currently still in negotiation with Selangor’s state government and Federal government in
order to reach a fair solution for both parties. To recap, Gamuda announced in March 2014 that
SPLASH was unable to accept the offer by Kumpulan Darul Ehsan Bhd (KDEB) to buyout SPLASH
for RM251 million. The net offer of RM251 million for SPLASH is compared to the net asset value
(NAV) of SPLASH amounting to RM2.54 billion as at 31 December 2013. This may result in a huge
divestment loss of RM920 million for Gamuda.

e Change to forecast. No change to our earnings forecast as future visibility remains intact. FY15
and FY16 earnings are forecast to jump by 4% y-o-y and 15% y-o-y driven by i) acceleration in
KVMRT1 development, ii) steady unbilled property sales of RM1.5 billion and iii) higher earnings
contribution from concession division.

e Valuation & recommendation. We value Gamuda at RM5.87, pegging to the group’s average 3-
years PER of 16x and the stock is a BUY. Re-rating catalyst may come from i) government’s mega
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spending railway project expansion and ii) front runner of PTMP and KVMRT 3 project and iii)
aggressive landbanking expansion.

Table 1: Peers comparison (Calenderised)

) ) P/E (X) P/B (X) DY
0 B L g 5 o
FY15 FY16 FY15 | FY16 FY15 FY16 k)

IJM CORP Mar 7.17 14.6 12.9 7.50 Hold
GAMUDA Jul 5.20 33 36 15.3 14.4 1.9 1.8 2 5.87 Buy
WCT Dec 1.50 15 18 10.6 9.1 0.8 0.7 7 3 1.76 Buy
BENALEC Jun 0.80 7 9 12.3 10.4 1.0 0.9 4 0 NR NR
CREST BUILDER Dec 1.18 11 NA 10.4 NA 0.4 NA 6 3 NR NR
EVERSENDAI Dec  0.78 7 10 9.0 6.4 0.5 0.5 1 2 NR NR
KIMLUN Dec 1.28 16 16 8.5 8.1 0.9 0.8 15 2 NR NR
MRCB Dec 1.20 7 10 19.7 13.8 1.2 1.1 9 1 NR NR
AZRB Dec 0.70 6 7 11.8 10.1 NA NA 4 NA NR NR
YTL CORP Jun 1.65 13.0 12.3 5
<: ----“---

Source: Bloomberg, M&A Securities

Table 2: Financial Forecast

YE: Jul (RM million) FY12 FY13 FY14* FY15F FY16F

Revenue 3,087 3,883 2,230 4,445 5,112
EBIT 585 512 488 756 869
Finance costs (62) (61) (66) (111) (153)
Associates 206 241 430 293 358
z PBT 728 693 852 938.0 1073.5
Net profit 547 541 719 740 849
EPS (sen) 26 25 32 32 37
EBIT margin 19% 13% 22% 17% 17%
PBT margin 24% 18% 38% 21% 21%
Net profit margin 18% 14% 32% 17% 17%
PER (x) 13.3 18.9 15.4 16.2 14.2
P/BV (x) 1.8 2.0 2.1 1.9 1.7
DPS (sen) 16 12 12 12 12
Dividend Yield 3% 2% 2% 2% 2%

*Based on FRS 11 accounting standard
Source: Bursa Malaysia, M&A Securities

Table 3: Results Analysis

YE: Jul (RM

Revenue 26% 1,004 1,223 22%
EBIT 122 1 50 170 1 3% 39% 225 320 42%
Finance Cost (19) (27) (29) 6% 48% (33) (56) 67%
JV/Associates 98 106 88 -17% -10% 201 194 -3%
PBT 201 229 230 0% 14% 392 459 17%
Taxation (26) (29) (36) 24% 41% (51) (65) 29%
Net profit 170 186 182 -2% 7% 336 368 10%
EPS (sen) 7 8 8 -3% 5% 15 16 8%
PBT margin 39% 40% 35% 39% 38%

Net profit margin 33% 33% 28% 33% 30%

Effective tax 13% 13% 16% 13% 14%
rate

Based on FRS 11 accounting standard
Source: Bursa Malaysia, M&A Securities
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Table 4: Segmental Analysis

YE: Jul (RM
2014 | 1Q15 | 2015 | qoq | yoy | G4 | eM1s | yoy
%

Revenue

Construction 287 265 344 30% 20% 564 609 8%

Properties 198 203 212 5% 7% 377 415 10%
Concessions 33 102 97 -5% 198% 63 199 216%
PBT

Construction 69 51 72 41% 5% 128 124 -3%
Properties 60 70 58 -17% -3% 128 128 0%

Concessions 73 108 100 -7% 37% 137 207 51%

Based on FRS 11 accounting standard
Source: Bursa Malaysia, M&A Securities
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M A Securities

STOCK RECOMMENDATIONS

BUY Share price is expected to be >+10% over the next 12 months.

TRADING BUY  Share price is expected to be >+10% within 3-months due to positive newsflow.
HOLD Share price is expected to be between -10% and +10% over the next 12 months.
SELL Share price is expected to be >-10% over the next 12 months.

SECTOR RECOMMENDATIONS

OVERWEIGHT  The sector is expected to outperform the FBM KLCI over the next 12 months.
NEUTRAL The sector is expected to perform in line with the FBM KLCI over the next 12
months.

UNDERWEIGHT The sector is expected to underperform the FBM KLCI over the next 12 months.

DISCLOSURES AND DISCLAIMER

This report has been prepared by M&A SECURITIES SDN BHD. Readers should be fully aware that this
report is for informational purposes only and no representation or warranty, expressed or implied is
made as to the accuracy, completeness or reliability of the information or opinion contained herein.
The recommendation and opinion are based on information obtained or derived from sources
believed to be reliable.

This report contains financial forecast/projection based on our assumptions which may defer from
the actual financial results announced by the companies under coverage. All opinions, estimates and
assumptions are subject to change without notice. Analysts will initiate, update and cease coverage
solely at the discretion of M&A SECURITIES SDN BHD.

Investors are to be cautioned that value of any securities invested may fluctuate from time to time.
We advise investors to seek financial, legal and other advice for investing based on the
recommendation of our report as we have not taken into account each investors’ specific investment
objectives, risk tolerance and financial position.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. M&A SECURITIES SDN BHD can accept no liability for any consequential loss or
damage whether direct or indirect. Investment should be made at investors’ own risks.

M&A SECURITIES SDN BHD and INSAS GROUP of companies, their respective directors, officers,
employees and connected parties may have interest in any of the securities mentioned and may
benefit from the information herein. M&A SECURITIES SDN BHD and INSAS GROUP of companies and
their affiliates may provide services to any company and affiliates of such companies whose
securities are mentioned herein. This report may not be reproduced, distributed or published in any
form or for any purpose.
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