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IJM Corporation Berhad

“Sturdier Growth Ahead”

IJM Corporation Bhd (IJM) long-term outlook remains
convincing backed by healthy construction’s order book
worth RM7.0 billion. We expect the contribution from
construction division will continue to spur the growth in
FY16 as the group emerge as potential beneficiary to
grab some goodies from the project under 11MP.
Hence, IJM Corp is a BUY with target price of RM8.14.

Construction’s orderbook. IJM Corp’s construction
orderbook currently stands at approximately RM7.0 billion
with 40% coming from the West Coast Expressway’s (WCE)
contract worth RM2.8 billion. Moving forward, the group is
expected to replenish its order book further by grabbing
some potential new projects under the 11MP. Note that
IJM is on track to complete the work package of KYMRT1
(Package V5) by end of 2015 and could emerge as one of
the potential beneficiaries for new work package under
KVMRT2. The group’s also has bidding for the PDP role for
LRT3 and Penang Transport Master Plan. Furthermore, we
do not rule-out IJM to be a potential candidate to secure
the remaining RM2.2 billion WCE contract works which is
expected to be awarded in 2016.

‘Puteri Cove Residences’. IJM Construction Sdn Bhd, a
wholly-owned subsidiary of IJM Corp, has secured RM538.5
million awards from Pearl Discovery Development Sdn Bhd
in CY1Q15 for the proposed mixed development known as
"Puteri Cove Residences” on Plot TR-2-2, Mukim Pulai,
Daerah Johor Bahru. The project involves the building
works of three blocks of 32-storey serviced apartments (998
units), one block of 5-storey SOHO (56 units) and serviced
apartment facilities, two multi-storey car park podiums,
two lobbies and 2-storey retail centre.

Kuantan Port awards. IJM has been awarded with RM1.2

billion award from its 62% subsidiary, Kuantan Port

Consortium Sdn Bhd (KPC), for the proposed design,
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construction and completion of New Deep Water Terminal at Kuantan Port, Pahang - Phase 1. This
project is expected to be completed within 36 months (1Q18). The port expansion is mainly to cater
for ships up to 200k deadweight tonne.

Property subdues. IJM has achieved a lower property sales of RM1.8 billion in FY15 (FY14: RM2.2
billion) with unbilled sales stood at RM1.7 billion. The management hinted that property sales will
continue to moderate in FY16 due to the cautious property outlook added with the negative
sentiment on post-GST implementation. Nonetheless, I1JM is planning to launch RM3 billion worth of
property project including Pantai Central Park (Kuala Lumpur), Sebana Cove (Johor), The Light Phase
2 (Penang) and Bandar Rimbayu (Selangor).

The Light phase 2 development. IJM has acquired 50% stake in Aura Hebat Sdn Bhd (AHSB) in April
2015. Note that AHSB is the JV Company between The Light Waterfront Sdn Bhd (TLW), a wholly-
owned subsidiary of IJM and Perennial Penang Pte. Ltd. Consequently, AHSB is acquiring a parcel of
land measuring 32.8 acres located within IJM’s existing The Light Waterfront development in Penang
for RM402.8 million (RM282.3 psf) from IJM’s 80%-owned subsidiary, Jelutong Development Sdn Bhd
(Jelutong). The Land is to be developed into large scale integrated waterfront mixed-use
development comprising a shopping mall and thematic shops, residential towers, office tower, two
hotels and a convention centre with estimated GDV of RM3.0 billion.

Corporate exercise. The group has proposed to undertake 1-for-1 bonus issue of up to 1.8 billion
bonus shares which is expected to enlarge its number of shares from 1,783 million to a maximum of
3,587 million shares. This issuance of bonus issue will further improve IJM’s trading liquidity. The
entire proposals are expected to be completed by CY3Q15.

FY15 financial recap. IJM FY15 core net profit of RM531 million came in below ours and consensus
estimates respectively, accounting 85% and 90% of both estimates full year net profit forecast. FY15
PBT shed by 28% y-o-y due to one-off gain from the disposal of Kemaman port as well as fair value
gains on the acquisition of CIDB Inventures and Swarna Tollway in FY14. Excluding these exceptional
items, IJM Corp still posted a significant growth of 27% y-o-y in FY15 PBT in line with higher
contribution from construction division (+10% y-o-y) on the back of higher margin from its various
projects. Nonetheless, FY15 PBT margin stood at 19%, lower against FY14 margin of 24%.

Valuation & recommendation. We value IJM Corp at RM8.14 as we roll over our valuation into FY17
and the stock is a BUY underpinned by strong construction’s orderbook replenishment from major
project under 11MP and ii) stable growth prospect from Industrial, plantation and infrastructure
division.
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Table 1: Peers comparison (Calenderised)

) ) P/E (X) P/B (X) DY
FY15 FY16 FY15 FY16 FY15 FY16 )

IJM CORP Mar  6.52 15.8 8.14  Buy
GAMUDA Jul  4.67 32 32 16.0 16.0 2.0 1.9 3 2 5.87 | Buy
wCT Dec 1.42 13 14 146 129 09 09 5 1 176 Hold
BENALEC Jun 058 3 6 152 128 1.0 09 0 0 NR MR
CREST BUILDER  Dec 1.14 11 8 109 142 04 00 6 3 NR MR
EVERSENDAI Dec 090 8 10 97 74 06 06 4 1 NR NR
KIMLUN Dec 130 15 16 85 78 09 08 13 2 NR AR
MRCB Dec  1.18 6 9 237 157 14 14 8 2  NR MR
AZRB Dec  0.66 5 7 141 10.1 o o o o 5 NA NR NR
YTL CORP Jun | 1.55 133 12.8
----mm----

Source: Bloomberg, M&A Securities

Table 2: Financial Forecast

YE: Mar (RM million) FY13 FY14 FY15 FY16F FY17F

Revenue 4,518 6,007 5,448 6,549 7,532
EBIT 973 1,788 1,292 1,441 1,657
Finance costs (173) (231) (243) (196) (226)
Associates 40 3 (19) 33 38
JCE (38) (143) (11) (52) (60)
PBT 802 1,416 1,019 1,225 1,408
Net profit 409 830 481 685 788
EPS (sen) 30 59 33 38 44
PBT margin 18% 24% 19% 19% 19%
Net profit margin 9% 14% 9% 10% 10%
PER (x) 18.9 11.2 21.4 18.1 15.8
P/BV (x) 1.5 1.5 1.6 1.4 1.4
DPS (sen) 13 25 15 16 16
Dividend yield 2% 4% 2% 2% 2%

Source: Bursa Malaysia, M&A Securities

Table 3: Segmental PBT Margin (1Q14-4Q15)

YE: Mar (RM
1Q14 | 2Q14 | 3Q14 | 4Q14 m 2Q15 | 3Q15 | 4Q15

Revenue

Construction 1% 6% 10% 22% 16% 21% 10% 28%
Property 25% 29% 42% 43% 24% 22% 27% 21%
Industry 18% 17% 16% 16% 14% 15% 12% 13%
Plantation 2% -3% 18% 42% 17% 20% 21% -11%
Infrastructure 55% 3% 203% -115% 22% -1% 3% 1%

Source: Bursa Malaysia, M&A Securities

Research Team
research@mna.com.my
03-22821820 ext. 257, 229, 221, 249, 258



“Smokes Get in Your Eye” Equity Strategy Outlook: Malaysia 3Q15
|

IJM Corp. Share Price vs. Construction Index IJM Corp. Share Price vs. KLCI
(May 2013-May 2015) (May 2013-May 2015)
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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 KLC| 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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