(Gamuda’s all set on the MRT project

» Recommendation:
Maintain Buy

FAIR Value: RM4.57

by OSK Research Sdn Bhd
(March 29)

On a Roll

GAMUDA Bhd’s 1HFY12 rev-
enue came I1n at a sturdy
RM1.41b (+13.7% YoY) driven
by its property division, which
saw revenue soar 68.6% during
the period to RM520.9m.

The group’s core earnings
surged by a stronger 47.2% to
RM268.8m owing to margin ex-
pansion in its construction and
property divisions, both of
which witnessed a 620bps im-
provement in PBT margins.

We attribute these improve-
ments to the recognition of bet-
ter margins for its electrified
double tracking (EDT) project
as it had been rather conserva-
tive for FY09-FY10, as well as
sales of higher-end property
developments last year. On a
quarterly basis, the 2QFY12
numbers improved markedly
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across the board on a YoY and
QoQ comparison.

What’s New on the MRT

Management said that 27
works packages for the Klang
Valley My Rapid Transit (KV
MRT) Sungai Buloh-Kajang
(SBK) line have been awarded
out, while tenders and awards
for the remaining 63 packages
are expected to be mostly
completed by 4Q12.

We understand that works
on the tunnelling portion could
start as soon as 3Q12, and the
government is currently nego-
tiating with landowners on
vacating the affected sites.
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The target date for comple-
tion is July 2017. Ten tunnel
boring machines, each worth
some RMI150m, will be de-
ployed at four launch shafts in
core areas such as Semantan,
Maluri and Cochrane.

Recognising Works on
Elevated Portion
More interestingly, manage-
ment highlighted that all pack-
ages for the elevated portion of
the SBK line will be recognised
in 1ts books in view of its joint
appointment with MMC Corp
Bhd as the project delivery
partner for this portion.

To put it simply, Gamuda'’s
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revenue going forward would
include all worksrelating to
the elevated portion, plus the
6% management fee it is enti-
tled to, while its operating
expenses would comprise
payments made to the respec-
tive contractors tor the works
involved.

Veil is Off the Upcoming
Lines

As for the remaining two lines,
ie the Circle (41km) and North-
South line (36km), we under-
stand that the government has
identified the respective corri-

dors and the exact alignment
would be made known by 1Q13.

In contrast to the SBK line, we
gather that the underground
portions of these two lines are
likely to be awarded ahead of
the elevated packages.

Work on the elevated pack-
ages are only expected to start
in 2019 while the tunnelling
portions may start concur-
rently with that for the SBK
line. With the tunnelling
works for the SBK line already
in its bag, we continue to like
MMC-Gamuda’s chances of
securing the underground
works for all the three lines
mentioned as the duo would
have already purchased the
required equipment.

Gemas-Johor Baru EDT
Possible

Meanwhile, 77% of works on
the EDT has been completed,
with the Padang Besar-Ipoh
section due to be completed by
June 2014 while the Bukit Mer-
tajam-Butterworth portion is
scheduled for completion by
November 2014.

On the widely speculated
RM8b Southern portion link-
ing Gemas and Johor Baru,
management hinted at the pos-
sibility of more positive devel-
opments come 3Q12. We un-
derstand that Gamuda is likely
to partner with Chinese Rail-
way Construction Corp for this
potential job.

Decent Property Sales
Gamuda’s property division re-
corded sales of RM870m in
1HFY12, of which RM620m was
registered in Malaysia while the
remainder was from its develop-
ments in Vietnam, representing
an encouraging 50% surge from
RM580m in IHFY11. Its unbilled
sales now total RM1.3b.

Maintain ‘Buy’

We expect the remaining six
out of the eight packages of the
elevated portion to be dished
out over the next two months.
Maintain ‘Buy’, with our FV
unchanged at RM4.57, based
on SOP valuation.



