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Gamuda Berhad

“Grab PDP Role of PTMP”

Penang State Government has officially appointed SRS
Consortium led by Gamuda (60% stake) as the Project
Delivery Partner (PDP) for Penang Transport Master Plan
(PTMP) to undertake the RM5.3 billion LRT project and
RM4.5 billion pan-island linked expressway in the news
that was flashed all over the newspapers recently. This
will only cement our BUY recommendation on Gamuda
with an unchanged target price of RM5.87.

< e PDP appointment. Penang State Government has
appointed SRS Consortium as the PDP for Penang
Transport Master Plan (PTMP). SRS Consortium is
comprised of Gamuda (60% stake) and 2 local firms,
Ideal Property Development Sdn Bhd (20% stake) and
Loh Phoy Yen Holdings Sdn Bhd (20% stake). The
consortium will undertake to supervise LRT project

z worth RM5.3 billion and 20km pan-island linked
expressway (Bayan Lepas to Tanjung Bungah) worth
RM4.5 billion, in the first PTMP phase. The scope,
terms and conditions of the appointment will be
finalized between the State Government and SRS
Consortium following which the PDP Agreement shall
be executed within 6 months from the date of the
letter of awards (LOA).

e A slice of project detail. Penang State Government
has allocated the site at old Prangin market or widely
known as Sia Boey (Town’s End) to be the central LRT
station. The initial plan of the 17.5km LRT line will run
from inner George Town to Bayan Lepas. Furthermore,
there will be two additional lines, running from Sia
Boey to Tanjung Tokong via Kelawei Road and to Paya
Terubong via Datuk Keramat and Air Iltam. Gamuda still
has to obtain a LRT license from the federal
government which will take about 9 months to 1 year
to acquire. The group now is searching for local
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contractors to undertake soil and alignment studies for the LRT project. The expressways will
include a 4.2km bypass from Persiaran Gurney to Persiaran Tun Dr Lim Chong Eu, a 4.6km
expressway and by-pass from Tun Dr Lim Chong Eu Expressway to Bandar Baru Air Itam and a 4-
lane 12km road linking Tanjung Bungah with Teluk Bahang. Moreover, other schemes within the
first phase include RM100 million trains and catamaran system and RM100 million highway
interchange.

e  Our view. We are not surprise on the appointment of Gamuda as a PDP for PTMP based on their

expertise as the current PDP role for KYMRT1 and once against being appointed as PDP for

KVMRT2 together with MMC. Hence, we believe this will be a key catalyst for Gamuda to secure

the same role for KVYMRT3. Assuming the PDP fees is between 5%-6%, the earnings contribution

could be around RM59-71 million annually based on Gamuda’s PDP portion of RM5.9 billion (60%

stake) and estimate completion period of 5 years (2017-2021). The stock remains attractive

proven through steady foreign shareholding of 27% as at May (January: 32%) and hence, we

< expect the current share price weakness will be appropriate time for the investors to
accumulate the stock.

e Change to forecast. No change to our earnings forecast pending the finalization of the PDP
agreement. Notwithstanding that, Gamuda’s FY15 and FY16 earnings are forecast to jump by 4%
y-0o-y and 15% y-o-y driven by i) acceleration in KVMRT1 development, ii) steady unbilled
property sales of RM1.3 billion and iii) higher earnings contribution from concession division.

z e Valuation & recommendation. We value Gamuda at RM5.87, pegged 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
spending railway project expansion and ii) front runner of KYMRT 3 project and iii) aggressive

landbanking expansion.
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Table 1: Peers comparison (Calenderised)

Price EPS (sen) P/E (X) P/B (X)
Company FYE (RM)

IJM CORP Mar = 6.18 17.0  14.6 8.14  Buy
GAMUDA Jul | 430 31 30 15.4  15.7 1.9 1.8 5.87  Buy
wCT Dec 119 12 14 117 104 07 0.6 5 2 1.54  Buy
SCGB Dec 111 10 10 113 122 37 31 NA  NA 1.40 Buy
BENALEC Jun 058 2 5 170 126 08 07 -2 0 NR AR
CREST BUILDER | Dec = 1.01 7 8 153 124 NA  NA 6 4 NR AR
EVERSENDAI Dec 0.8 10 11 103 89 08 08 5 1 NR MR
KIMLUN Dec 113 15 16 87 81 09 08 10 3 NR NR
MRCB Dec  0.96 5 7 210 149 114 11 19 2  NR MR
AZRB Dec  0.60 5 7 127 9.1 NA NA 4 3 NR NR
YTL CORP Jun  1.49 3.8 12.4 1.1
----mn---

Source: Bloomberg, M&A Securities
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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
PBT 728 693 852 938 1,074
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 15.4 13.4
P/BV (x) 1.8 2.0 2.1 1.9 1.8
DPS (sen) 16 12 12 12 12
Dividend Yield 3% 2% 2% 2% 2%

Source: Bursa Malaysia, M&A Securities
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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 daffiliates 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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