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Thai Win for 2H26 Target Price : RM0.32 <

By Lim Sin Kiat, CFA / limsk@kenanga.com.my

VELESTO won a charter from NGP for Naga 6 rig, but no contract Share Price Performance

value was announced. The job could take five months to complete

just for the firm portion, but should ensure no idle time once the

current charter for the rig ends. Thus on a fully year basis, we 0= ‘m\)
deem it within our expectations as we have assumed 85%
utilisation and USD100,000/day DCR for Naga 6 in FY26F. Maintain
forecasts with TP unchanged at RM0.32 pegged to unchanged 1.2x
FY27F PBV multiple justified by clearer intention by VELESTO to

027

0.2z

pay higher than PAT dividends. Maintain MARKET PERFORM call. 017
VELESTO announced that it has received a letter of award from oim
Northern Gulf Petroleum Pte Ltd (NGP) (Thailand) for the provision of a S N I R R R I, SR
. i \,\6‘ W o R Pty
Jack Up drilling rig (Naga 6). No contract value was announced. The
contract will commence in 3Q26 and the job is for four infill wells, three KLCI 1'727-207
exploration wells for firm, and with an option for 1+1 exploration wells. ¥$B g;gll( (;:)rr‘i?:e i 2(2)802

The job could take five months to complete for just the firm part of the
contract and we deem it within our expectations as we have assumed _Stock Information
85% rig utilisation for FY26F with a DCR of USD100,000/day, Shariah Compliant Yes

consistent with the market rate.

Bloomberg Ticker

VEB MK Equity

o Market Cap (RM m) 2,726.4
Forecasts. Maintained. Shares Outstanding 8,261.8
Valuations We maintain our TP at RM0.32 pegged to unchanged 1.2x 52-week range (H) 0.37
) e . 52-week range (L) 0.16

FY27F PBV as we are more confident of the company’s intention to pay : .
L . ; 3-mth avg daily vol: 44,076,400
dividend above PAT to match closer to its operating cash flows (c. B 48%
RM300m per annum). Beta 0.7

Investment case. We like VELESTO due to: (i) strong free cash flow .
trajectory moving forward as less capex is being planned for the _Major Shareholders

medium term, (i) rig utilisation will be stronger YoY offsetting potential ~Amanah Saham Nasional 43.8%
downsides in DCRs in FY26, and (jii) the group’s ability to pay above  Yayasan Pelaburan 7'7z/°
PAT level for dividends without affecting its cash position. The higher- Urusharta Jamaah 4.2%
than-PAT dividend payout could not be sustained for more than two
years in our view as it will eventually erode its retained earnings if

Summary Earnings Table

) . S FY Dec (RM m) 2025A 2026F 2027F
earnings do not improve further. Maintain MARKET PERFORM. Revenue 8986 704 7 830.0
Risks to our call include: (i) global recession bringing oil prices lower; ~ EBIT 238.4 198.1 233.4
(ii) higher occurrence of breakdown in its aging rig fleet; and (iii) weaker ~ PBT 235.7 189.0 225.3
than expected jack-up rig demand in the Middle East. Net Profit (NP) 202.2 141.7  169.0

Core NP 174.2 141.7 169.0
Consensus CNP 125.9 142.3
Earnings revision (%) = =
Core EPS (sen) 2.1 1.7 2.1
C. EPS Growth (%) 161 -18.6 19.2
DPS (sen) 3.0 2.8 29
BVPS (RM) 0.3 0.3 0.3
Core PER (x) 141 17.4 14.6
Price/BV (x) 1.0 1.1 1.1
Net Gearing (x) -0.1 -0.1 -0.1
Div. Yield (%) 9.9 9.2 9.6
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Income Statement Financial Data &

Ratios
FY Dec (RM m) 2023A 2024A 2025A  2026F  2027F FY Dec 2023A 2024A  2025A  2026F  2027F
Revenue 1,2147 1,360.4 8986  794.7 830.0 Growth (%)
EBIT 1615 2932 2384  198.1 233.4 Revenue 109.1 12.0 -33.9 -11.6 4.4
Finance costs 445 332 83 102 -10.2 EBIT -389.2 815 -18.7 -16.9 17.8
PBT 1212 2670 2357  189.0 2253 PBT -246.2 120.3 A1.7 -19.8 19.2
Taxation 217  -593 335 472 -56.3 Net profit -198.0 108.7 27 -29.9 19.2
Minority Interest 0.0 0.0 0.0 0.0 0.0 ggﬁt"'e‘ -198.0 108.7 -16.1 -18.6 19.2
Net Profit 995 2077 2022 1417 169.0
Core Net Profit 99.5 2077 1742 1417  169.0 ;’(ﬁ'/:')tab"'t
T 133 215 26.5 24.9 28.1
margin
Balance Sheet PBT Margin 10.0 19.6 26.2 23.8 271
FY Dec (RM m) 2023A 2024A 2025A  2026F  2027F fng:ZiEet 8.2 15.3 19.4 17.8 20.4
Fixed Assets 2422 2366 2,124 2,050 1,981 Biizs e 17.9 222 14.2 25.0 25.0
Tax Rate
Intangible Assets 0 0 0 0 0 ROE 4.0 8.1 7.3 6.1 7.5
Other FA 10 6 13 14 16 ROA 3.2 6.8 6.1 5.2 6.4
Inventories 179 125 98 87 91
. DuPont
Receivables 367 315 291 262 262 Analysis
Other CA 9 2 60 60 60 [‘,‘,Z; AT 8.2 15.3 19.4 178 204
Cash 126 248 254 253 248 P 0.4 0.4 0.3 0.3 0.3
T/over (x)
Leverage
Total Assets 3112 3,063 2,840 2,725 2,658 Factort) 1.3 1.2 12 1.2 1.2
ROE (%) 4.0 8.1 7.3 6.1 7.5
Payables 264 294 294 264 264
ST Borrowings 114 178 114 114 114 Leverage
Other ST Liability 10 18 33 33 33 ggbt’Asset 0.1 0.1 0.0 0.0 0.0
LT Borrowings 244 0 0 0 0 ('?gbt/Eq“'ty 0.1 0.1 0.0 0.0 0.1
N Net
Other LT Liability 3 2 7 7 7 Debt/(Cash) 233 70 -140 -139 134
Net
Minorities Int. 0 0 0 0 0 Debt/Equity 0.1 0.0 0.1 0.1 0.1
()
Net Assets 2,476 2,572 2,393 2,308 2,240
Valuations
Share Capital 1,845 1,845 645 645 645 g‘::) = 1.2 25 2.1 1.7 2.1
Other Reserves 631 727 1,748 1,663 1,595 DPS (sen) 0 13 30 - 29
Equity 2,476 2,572 2,393 2,308 2,240 BVPS (RM) 0.30 0.31 0.29 0.28 0.27
(CX‘)’re FER 24.8 11.9 141 174 146
Cashflow Div. Yield 0
Statement (%) 4.2 9.9 9.2 9.6
FY Dec (RM m) 2023A 2024A 2025A  2026F  2027F P/BV (x) 1.0 1.0 1.0 1.1 1.1
Operating CF 3832 6024 4079 3157 3215
Investing CF 1218 2297 1783  -90.0 -90.0
Financing CF 2702 2325 2520 2268  -236.6

Source: Kenanga Research
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Peer Table Comparison

PER (x) -
Core EPS (sen) Core EPS Growth Core
Earnings

PBV

Last Target Market Shariah =)

Current

Rating Price Price Upside (o:19) Complia EYE
(RM) (RM) (RM m) nt 1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr.
Fwd. Fwd. Fwd. Fwd. Fwd. Fwd. Fwd.

Stocks Under Coverage

BUMI ARMADA BHD MP 0.320 0.360 12.5% 1,897.0 Y 12/2026 4.0 3.6 -27.0% -10.6% 8.0 9.0 0.4 5.2% 1.0 3.1%
DAYANG ENTERPRISE HLDGS BHD OP 1.83 245 33.9% 2,118.7 Y 12/2026 16.1 18.8 7.8% 17.0% 11.4 9.7 1.1 9.8% 11.0 6.0%
DIALOG GROUP BHD OP 2.03 2.63 29.6% 11,454.6 Y 06/2026 10.4 11.8 31.4% 12.8% 19.5 17.3 1)) 9.9% 5.0 2.5%
LIANSON FLEET GROUP BHG OP 1.70 1.91 12.4% 1,977.8 Y 12/2026 20.6 27.3 142.4% 32.3% 8.2 6.2 1.0 13.2% 4.0 2.4%
KEYFIELD INTERNATIONAL OP 1.58 2.00 26.6% 1,276.1 Y 12/2026 10.2 18.0 -25.6% 76.1% 15.5 8.8 1.6 10.5% 6.0 3.8%
MISC BHD OP 8.20 9.00 9.8% 36,602.7 Y 12/2026 51.1 53.4 7.6% 4.5% 16.1 15.4 1.1 6.6% 36.0 4.4%
PETRONAS CHEMICALS GROUP OP 5.45 5.40 -0.9% 43,600.0 Y 12/2026 29.5 13.2 275.0% -565.4% 18.5 414 1.2 6.5% 15.0 2.8%
PETRONAS DAGANGAN BHD OP 18.78 21.20 12.9% 18,657.1 Y 12/2026 116.9 116.5 5.7% -0.4% 16.1 16.1 3.0 19.1% 94.0 5.0%
UZMA BHD OP 0.420 0.700 66.7% 253.5 Y 06/2026 14.8 15.9 6.9% 7.5% 2.8 2.6 0.2 8.5% 0.0 0.0%
VELESTO ENERGY BHD MP 0.300 0.320 6.7% 2,479.7 Y 12/2026 1.7 21 -18.7% 19.3% 17.4 14.6 1.1 6.0% 3.0 10.0%
WASCO BHD OP 0.790 1.32 67.1% 611.7 Y 12/2026 1.4 1.7 -37.5% 23.1% 57.9 47.0 5.0 9.0% 5.0 6.3%
YINSON HOLDINGS BHD OP 2.04 2.84 39.2% 5,961.6 N 01/2027 16.6 20.4 20.3% 22.3% 12.3 10.0 1.2 10.1% 6.0 2.9%
SECTOR AGGREGATE 126,890.5 71.7% -11.0% 16.1 18.0 1.6 9.5% 4.1%

Source: Kenanga Research
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Stock ESG Ratings:

e e

Earnings Sustainability & Quality * *
1 Corporate Social Responsibility * *
é Management/Workforce Diversity * * * *
'-'ZJ Accessibility & Transparency * * * *
EDJ Corruption-Free Pledge * Kk %
Carbon-Neutral Initiatives * * *
Diversification from pure O&G * *
1) Emission Targets and Climate Goals * * *
i Occupational Health and Safety * *
8 Pollution control * * * % denotes half-star
& Supply chain auditing *  *x  K * '18%ddiSC0UHt to TP
— * % -5% discount to TP
Energy efficiency * * * *x% TP unchanged
* * * * k%% +5% premium to TP
OVERALL *kkk*k +10% premium to TP
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. Kenanga Investment
Bank Berhad being a full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider
with respect to a security that may also fall under its research coverage.
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