M A Securities

PP14767/09/2012(030761)

Gamuda Berhad

“Injects RM7.5 billion for FY16

Development”

Gamuda Berhad (Gamuda) growth trajectory is on the
right track for now as the group is planning to invest
RM?7.5 billion in FY16. While Gamuda has set aside RM4.5
billion for some of its project development abroad, we
reckon the remaining balance of RM3.0-RM3.5 billion will
be utilized for the upcoming KVMRT2 project which
construction work is scheduled to begin by mid-2016.
< This will only cement our BUY call recommendation on
Gamuda with an unchanged target price of RM5.80.

e FY16 capital investment. According to the STARBIZ,
Gamuda is planning to invest approximately RM7.5
billion for the group’s construction division in FY16
where RM4.5 billion have already been allocated for its
z property development project including in Vietnam,
Singapore and Melbourne. We expect bulk of the
investment to be channelled to Singapore where
Gamuda is currently developing 590 units of Housing
and Development Board (HDB) flats worth RM2.0 billion
on 3-acre site in Toa Payoh.

e KVMRT 2 development. We assume some portion of
the remaining FY16 investment of RM3.0-RM3.5 billion
will be allocated for the rolling-out of KVMRT 2 project
which major contracts relating to this are expected to
be awarded by mid-2016. Notwithstanding that, MMC-
Gamuda remain a strong contender to win the
tunnelling package worth RM12 billion backed by their
solid track record in developing KVMRT1 and their
investment in related machinery such as Tunnel Boring
Machine (TBM).

e Outlook. Penang State Government has officially
appointed SRS Consortium led by Gamuda (60% stake)
and 2 local firms, Ideal Property Development Sdn Bhd
(20% stake) and Loh Phoy Yen Holdings Sdn Bhd (20%
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stake) to undertake the PDP role in PTMP based on alternative proposal submitted by the
consortium. The alternative proposal is expected to be capable of meeting the demand for
public transport in Penang up until 2050. The consortium plans to make the necessary
submissions by end of 2015 for the Federal Government’s approval on land reclamation and
public transport license which may take a year to complete. Hence, the construction works are
only expected to start in 2H17.

Gamuda has set a property sales target of RM1.32 billion for FY16 (FY15: RM1.2 billion). This will
be supported by 4 new property projects including; i) HighPark Suites, Kelana Jaya with GDV of
RM600 million, ii) Chapel Street, Melbourne with GDV of RM400 million and iii) Toa Payoh,
Singapore with GDV of RM2.0 billion and iv) Bukit Bentayan, Sabah with GDV of RM820 million.
The group’s total landbank size is now at 3,913 acres (Malaysia: 3,340 acres, Overseas: 573
acres) with remaining GDV of RM57 billion.

: e Earnings outlook. We keep unchanged our earnings forecast for now. Nonetheless, FY17 earnings

are forecast to jump by 19% driven by i) acceleration in KVMRT2 development and ii) higher
earnings contribution from concession division.

e Valuation & recommendation. We value Gamuda at RM5.80 as we roll-over our valuation into
FY17, pegged to PER of 18x (10% premium 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 KVYMRT 3 project and iii) aggressive landbanking expansion.

Table 1: Peers comparison (Calenderised)

) ) E03) P/B (X) DY
FY15 FY16 FY15 FY16 FY15 FY16 )
22

IJM CORP Mar 3.42 15.3 3.74 Buy

GAMUDA Jul 4.67 28 29 16.0 15.6 1.7 1.6 5.80 Buy

WCT Dec 1.51 10 13 13.3 10.9 0.7 0.7 5 1 1.63 | HOLD
SCGB Dec 1.38 10 10 12.9 12.7 3.9 3.3 NA NA 1.63 Buy

BENALEC Jun 0.56 0.04 0.1 9.1 7.7 1.0 1.1 1 1 NR NR

CREST BUILDER Dec 1.00 7 8 14.6 11.8 NA NA 6 4 NR NR

EVERSENDAI Dec 0.81 8 10 9.3 7.9 0.6 0.6 6 2 NR NR

KIMLUN Dec 1.38 16 17 8.0 7.8 0.9 0.8 12 3 NR NR

MRCB Dec 1.26 4 7 34.1 20.5 1.2 1.2 5 2 NR NR

AZRB Dec 0.65 NA NA NA NA NA NA 5 3 NR NR

YTL CORP Jun 1.54 13.5 11.8 1.0 7

T S O 308

Source: Bloomberg, M&A Securities
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Table 2: Financial Forecast

YE: Jul (RM million) K] FY14 FY15 FY16F FY17F

Revenue 2,235 2,230 2,400 2,163 2,595
EBIT 346 488 602 541 649
Finance costs (51) (66) (124) (108) (130)
Share of associates 241 244 199 236 285
Share of JV 121 186 181 180 208
PBT 656 852 858 849 1012
Net profit 541 719 682.1 668 795
EPS (sen) 25 31 29 28 33
EBIT margin 16% 22% 25% 25% 25%
PBT margin 29% 38% 36% 39% 39%
Net profit margin 24% 32% 28% 31% 31%
PER (x) 20.1 16.3 15.5 16.2 13.6
P/BV (x) 2.2 2.0 1.9 1.7 1.6
DPS (sen) 12.0 12.0 12 12 12
< Dividend Yield 2% 2% 3% 3% 3%

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 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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