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Share Price Performance

1QFY20 CNP came in within our expectation (25%) but
below consensus (19%). The shortfall against consensus is o
likely due to street under-estimating the severe MCO impact 140
on top-line and margins. Overall, we continue to like 130
KERJAYA for their: (i) strong replenishment prowess, (ii) 120
growing net cash despite growing top-line, and (iii) izz
appealing ex-cash FY21E PER of 7.5x. Maintain OP and 090
SoP-derived TP of RM1.45. 080
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consensus’ at 19%. Consensus may have underestimated the impact of =~ KLCI 1,500.97
MCO which led to lower-than-expected margins and progress billings. ~ YTD KLCI chg -5.5%
No dividends as expected. We have stripped out: (i) losses from quoted Y 10 Stock price chg -18.3%
invgstments worth RMB.Om and (ii) allowance of ECL worth RM0.8m to Stock Information
derive our core profit. Shariah Compliant Tan
Construction progress affected by MCO. 1QFY20 CNP of RM26.2m  Bloomberg Ticker KPG MK EQUITY
was down 37% QoQ on lower revenue (-21%) from two weeks of MCO Market Cap (RM .m) 1,813.4
disruption and higher effective tax rates (+11ppt). Likewise, 1QFY20 Shares Outstanding 1,275
' ' 52-week range (H) 1.49
CNP was down 12% YoY for the same reasons. 52-week range (L) 0.79
Earnings visibility remains strong. Forward earnings will be driven by ﬁ-rr;;hp?c\,lgtda”y vl 287’176702
construction order-book of RM3.7b (as of March-2020) which provides Beta 1.3
3.5x cover. YTD, KERJAYA has secured contracts valued at RM1.0b, in
line to hit our target replenishment of RM1.3b backed by a tender-book = Major Shareholders
worth  RM3.5b. Our target is slightly more conservative vs. Egovision Sdn Bhd 50.6%
management’s target replenishment of RM1.5b. Amazing Parade Sdn Bhd 20.5%
Employees Provident Fund Board 5.8%
2QFY20 would be the worst, but still profitable. In 2QFY?20, which was
when the MCO was at its peak, KERJAYA effectively only operated at Summary Earnings Table
one-third (1/3) of their normal level. After idling for the whole of April, FY Dec (RM m) 2019A 2020E  2021E
most of their jobs have re-started work in May. Nonetheless, work ~ Turnover 1,055.3 1,254.9 1,2943
progress was only at 30% of optimum level at the onset before EBIT 194.7 140.8 203.1
graQua_IIy ramping up to a F:urrent ra_te of 90% (as of June-20). We_ gre ZEJProfit (NP) 128? iggg igg’é
projecting 2QFY20 to register profit of c.RM10m before normalising Core net profit 150.7 105.6 152.3
back in 3QFY20. Consensus (NP) na. 1383 1675
Collections so far so good. While KERJAYA’s clientele are private Egrgg%s(sR:r:/;smn 1n2'i nEfIS' 1n2.%
developers which may be facing tight cash flows during this hard times ~ gp gpg growth (%) 7 30 44
management provided assurance that so far all their clients have not  pps (sen) 35 3.0 21
asked for works to be slowed down and payments have been prompt. =~ FD PER (x) 8.8 12.6 8.7
Net cash remains healthy at RM191m (vs RM210m in 4Q19). FD BVPS (RM) 0.83 0.89 0.98
Net Gearing (X) N.C N.C N.C
No change to earnings post 1QFY20 results. Dividend Yield (%) 3.2 28 2.0

Maintain OUTPERFORM with an unchanged SoP-derived TP of
RM1.45. This is anchored by its construction segment of which we have
attached a PE multiple of 12x (at 3-year mean) on FY21E earnings. We
like KERJAYA for: (i) its strong replenishment prowess, (ii) growing net
cash position despite growing top-line and (iii) trading at an appealing
ex-cash FY21E PER of 7.5x.

Risks to our call include: lower-than-expected job wins, delay in
construction progress and lower construction margins.
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Result Highlight

FYE Dec (RM m) 1Q20 4Q19 QoQ 1Q19 YoY
Revenue 211.8 268.4 -21% 264.2 -20%
COGS -169.3 -210.8 -20% -216.7 -22%
GP 42.6 57.6 -26% 47.4 -10%
Other Income/expense 3.4 3.0 14% 8.8 -61%
Admin -12.4 -8.2 51% -10.2 21%
EBIT 33.6 52.4 -36% 46.1 -27%
Finance costs -0.3 -5.7 -95% -0.1 158%
PBT 33.3 46.7 -29% 45.9 -27%
Taxation -11.0 -10.5 5% -10.8 2%
PAT 22.3 36.2 -38% 35.2 -37%
Ml 0.0 0.0 200% 0.1 -88%
PATAMI 22.3 36.2 -38% 35.1 -36%
Exceptional Items 3.8 5.1 -24% -5.5 169%
CNP 26.2 41.3 -37% 29.6 -12%
DPS (sen) 1.5 15 0% 0 n.a.
GP margin 20% 21% 18%

EBIT margin 16% 20% 17%

Pretax margin 16% 17% 17%

CNP margin 12% 15% 11%

Effective tax -33% -22% -23%

Source: Kenanga Research

Segmental Breakdown

External Revenue 1Q20 4Q19 QoQ 1Q19 YoY
Construction 211.8 260.1 -19% 247.0 -14%
Manufacturing 0.0 0.2 -95% 0.0 -T7%
Property development 0.0 8.1 -100% 17.1 -100%
Investment 0.0 0.0 n.a. 0.0 n.a.

211.8 268.4 -21% 264.2 -20%

Operating Profit

Construction 21.5 31.9 -33% 28.2 -24%
Manufacturing 0.0 0.9 -101% 15 -101%
Property development 0.0 15 -98% 21 -98%
Investment 1.5 -1.9 178% 1.6 -5%
Others 0.2 0.0 655% 0.0 541%
Elimination -0.9 3.8 -122% 1.8 -147%
Total PAT 22.3 36.2 -38% 35.1 -36%
PAT Margins

Construction 10% 12% 11%

Manufacturing -82% 417% 3185%

Property development n.a. 19% 12%

Total 11% 13% 13%

Source: Kenanga Research

SoP Valuations

Segment Method Value (RM m) Per Share (RM)
Construction FY21E of 12x (3yr mean) 1755 1.41
Property FY21E of 6x 43.7 0.04
Market Cap/ TP 1798.8 1.45

Source: Kenanga Research
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Peer Comparison
Market

Cap Current Net Div

o i 0,
Ve PER (x) - Core Earnings PBV (x) ROE (%) Yid (%) Target

Price
1-Yr. 2-Yr. i 1-Yr. 1-Yr. 1-Yr.
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STOCKS UNDER COVERAGE

GAMUDA BHD 3.64 9,149.2 Y 07/2020 124 185 13.3 11 1.0 5.6% 1.6% 4.10 OP
GEORGE KENT (MALAYSIA) BHD 0.620 328.1 Y 01/2020 8.3 10.0 6.6 0.7 0.6 6.7% 2.6% 0.510 UP
HOCK SENG LEE BERHAD 1.04 5715 Y 12/2020 10.3 19.6 9.3 0.7 0.7 3.5% 1.0% 1.25 OP
1JIM CORP BHD 1.81 6,569.3 Y 03/2021 15.0 34.2 28.7 0.7 0.7 2.3% 1.7% 2.00 MP
KERJAYA PROSPEK GROUP BHD 1.07 1,313.4 Y 12/2020 8.8 12.6 8.7 1.4 1.2 10.2% 2.9% 1.45 OP
KIMLUN CORP BHD 0.740 251.5 Y 12/2020 4.1 9.5 5.2 0.4 0.3 3.8% 6.4% 1.00 OP
MITRAJAYA HOLDINGS BHD 0.190 158.8 Y 12/2020 N.A. N.A. N.A. 0.2 0.2 -3.9% 0.0% 0.200 MP
MUHIBBAH ENGINEERING (M) BHD 0.935 452.0 Y 12/2020 11.8 16.4 6.0 0.4 0.4 2.3% 1.1% 1.15 OP
SUNWAY CONSTRUCTION GROUP BHD  1.88 2,424.0 Y 12/2020 18.4 34.8 15.2 3.9 3.7 10.9% 1.3% 2.45 OP
WCT HOLDINGS BHD 0.480 670.0 Y 12/2020 4.4 N.A. 155 0.2 0.2 -0.2% 0.0% 0.460 UP
Simple Average 10.4 19.4 12.1 1.0 0.9 4.1% 1.8%

Source: Bloomberg, Kenanga Research
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Stock Ratings are defined as follows:

Stock Recommendations

OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%

Sector Recommendations***

OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies.

Published and printed by:
KENANGA INVESTMENT BANK BERHAD (15678-H)

Level 17, Kenanga Tower, 237, JalanTunRazak, 50400 Kuala Lumpur, Malaysia
Telephone: (603) 2172 0880 Website: www.kenanga.com.my E-mail: research@kenanga.com.my
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