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WCT Holdings (HOLD €=; EPS €2) 19 January 2017

INDUSTRY: NEUTRAL Price target: RM1.97 (V)
NEWSBREAK Share price: RM1.88
Fund raising via placement Jaramy Goh, GFA

News * Proposes private placement. WCT announced that it will pwgoh@hlib.hongleong.com.my

be undertaking a placement of up to 125m new shares, (603) 2168 1138
representing ¢.10% of its existing share base (ex. treasury

shares). KLCI 1665.0

e . e Expected share price return 4.8%
= Utilisation of proceeds. Based on its assumed indicative Eigected divider?dlretumu 2_10/2

issue price of RM1.70 (9.6% discount to yesterday’s close of  Expected total retum 6.9%
RM1.88), the placement will raise RM212.5m. This will be

utilised for repayment of borrowings (RM80m), working Share price

capital (RM130m) and placement related expenses RM Pis
(RM2.5m). 2.0 1750

19 1730

Comments = Not entirely surprising. Prior to the changes in WCT’s 18 ];;3
major shareholders last year, management guided that it 17 1670
was likely to embark on a placement exercise as part of its Le 1650
de-gearing plans. i

1630
14

1610
= Little room for more debt. As of 3QFY16, WCT’s net 13

1590
KLCI (RHS) 1570

WCTHG (LHS)

gearing stood at 88%. Given this high level, we feel that its 12 1550

Jan-16 Mar-16  Jun-16  Aug-16  Oct-16  Jan-17

funding is constrained to equity sources rather than debt. -
The funds will be needed for working capital related to some Information

of its newly secured sizable jobs such as the MRT2 Bloomberg Ticker WCTHG MK
(RM896m), Pan Boreo Highway (RM389m), several bursaCode e

. Issued Shares (m) 1,254
packages at RAPID and development cost for Paradigm Mall —,-u ot cap (RM m) 2357
JB, Lead Residence Klang and Waltz Residence KL. 3-mth avg. volume (1000) 4:073

= Impact to net gearing. Based on our estimates, the SC Svariah Compliant Yes

placement is expected to reduce WCT’s net gearing from .
88% (3QFY16) to 75% on a proforma basis. :;S';;eperformance ;'\g g'\g 1?\4

Risks * The key risks are its inconsistency in earnings delivery from Relative 43 95 157
guarter to quarter and high net gearing (88%).

Major shareholders

Forecasts = We leave our forecast unchanged for now pending more Tan Sri Desmond Lim 19.6%
clarity on the timeline for the completion of the placement Lembaga Tabung Haji 9.9%
exercise (submission to Bursa within 3 months and Employees Provident Fund 8.0%

completion within 6 months of approval). .
Summary Earnings Table

= As an indication, assuming the placement is completed this FYE Dec (RMm) FY15A FY16E FY17F FY18F

year, the full year impact to FY18 EPS would be a 7% Revenue 1668 1,969 2521 2,676
dilution. While EPS would be diluted by the 10% placement, EBITDA 138 163 226 258
this is partially offset by some interest savings (estimated at EBIT 130 183 217 248

RM4m) following some debt repayment from the proceeds. ~ Frofit Before Tax 102 137 200 233

Core PATAMI 50 100 145 169

i Maintain HOLD, TP: RM1.97 UDIORISIEID (i) de B
Rating Core EPS (sen) 40 79 116 135
= Contrary to earlier expectations, management’s guidance on  P/E (x) 475 237 162 139

WCT’s new strategic direction seemed to be a status quo Net DPSO(Seﬂ) 49 40 58 67

rather than a value creating change following the changes in g@t DY ( h/O) 2262 221; 231-; 2352

its major shareholders in Nov 2016. As such, we fail to see P/Bp&;s are 0.9 0.9 09 08

an ev_entual near term re-r_ating with an _uncha_nged strategic  RoE (%) 20 38 54 64

direction coupled with continued results inconsistency. Net Gearing (%) 793 754 776 782

Valuation = QOur SOP based TP is lowered slightly from RM1.99 to RHiB
RM1.97 as we factor dilution from the placement which is
partially offset by the cash infusion from its proceeds. This
implies FY17-18 P/E of 17x and 14.6x respectively.
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Figure #1 Impact to net gearing
Impact to net gearing RM m
Cash and bank balances 379
ST debt (587)
LT debt (2,182)
Net cash/ (debt) (2,390)
Add: Proceeds from placement 213
Proforma net cash/ (debt) after placement (2,178)
Current shareholder's equity (3QFY16) 2,708
Current net gearing -88%
Proforma shareholder's equity post placement 2,921
Proforma net gearing post placement -15%

HLIB

Figure #2 SOP valuation for WCT

SOP Component Multiplier/ WCT's FD Per

WACC Share Share
FY17 earnings 121 12 1,457 0.82
Gateway @klia2 based on DCF 237 5.1% 166 0.09
Paradigm Mall based on cap rate 329 7.0% 231 0.13
Premiere Hotel Klang based on DCF 185 8.5% 185 0.10
Undev eloped surplus land value at 70% discount 490 0.28
Cash proceeds from warrants and placement 984 0.55
Sum of Parts (SOP) Value 3,513 1.97
HLIB

www.hlebroking.com
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Financial Projections for WCT Holdings

www.hlebroking.com

Balance Sheet Income Statement
FYE Dec (RM m) FY14 FY15 FY16F FY17F FY18F FYE Dec (RM m) FY14 FY15 FY16F FY17F FY18F
Cash 951 524 488 322 189 Revenue 1,662 1,668 1,969 2,521 2,676
Receivables 2,223 2,365 2,463 2,811 2,908 EBITDA 164 138 163 226 258
Inventories 91 154 119 152 160 EBIT 155 130 153 217 248
PPE 236 288 299 310 320 Finance cost (60) (58) (48) (49) (48)
Investment propertes 738 883 927 973 1,022 Associates & JV 15 30 32 33 34
Associates & JVs 528 664 664 664 664 Profit before tax 1M1 102 137 200 233
Others 1,461 1,874 2,002 2,081 2,162 Tax (28) (55) (38) (55) (64)
Assets 6,227 6,752 6,962 7,313 7,425 Net profit 82 47 100 145 169
Minority interest 2 2 - - -
Debts 2431 2,593 2,493 2,443 2,393 PATMI (core) 84 50 100 145 169
Payables 1,461 1,458 1,718 2,045 2,121 Exceptionals 39 160 - - -
Others 49 54 55 56 57 PATMI (reported) 123 209 100 145 169
Liabilities 3,940 4,105 4,265 4,544 4,571
Valuation & Ratios
Shareholder's equity 2,234 2,610 2,660 2,733 2,817 FYE Dec (RM m) FY14 FY15 FY16F FY17F FY18F
Minority interest 53 37 37 37 37 Core EPS (sen) 6.7 4.0 7.9 11.6 13.5
Equity 2,287 2,647 2,697 2,769 2,854 P/E (x) 28.0 475 23.7 16.2 13.9
EV/EBITDA (x) 29.2 34.7 294 21.2 18.6
Cash Flow Statement DPS (sen) 5.8 49 4.0 5.8 6.7
FYE Dec (RM m) FY14 FY15 FY16F FY17F FY18F Dividend yield 3.1 26 2.1 3.1 36
Profit before taxation 111 102 137 200 233 BVPS (RM) 1.78 2.08 212 218 225
Depreciation & amortisation 8 8 9 10 10 P/B (x) 1.1 0.9 0.9 0.9 0.8
Changes in working capital 132 (271) 196 (54) (29)
Taxation (28) (55) (38) (55) (64) EBITDA margin 9.8% 8.3% 8.3% 9.0% 9.6%
Others (611) (270) (171) (125) (128) EBIT margin 9.4% 7.8% 7.8% 8.6% 9.3%
CFO (389) (486) 134 (23) 22 PBT margin 6.7% 6.1% 7.0% 7.9% 8.7%
Net margin 5.1% 3.0% 5.1% 5.8% 6.3%
Net capex 28 (61) (20) (20) (20)
Others 119 (135) - - - ROE 3.8% 2.0% 3.8% 5.4% 6.1%
CFI 146 (195) (20) (20) (20) ROA 1.4% 0.8% 1.5% 2.0% 2.3%
Net gearing 66.2% 79.3% 75.4% 77.6% 78.2%
Changes in borrowings 508 163 (100) (50) (50)
Dividends paid (72) (61) (50) (73) (85) Assumptions
Others (118) (4) - - - FYE Dec (RM m) FY14 FY15 FY16F FY17F FY18F
CFF 319 97 (150) (123) (135) Contracts secured 993 2,987 1,000 1,000 1,000
Property sales 461 373 350 400 450
Net cash flow 76 (584) (36) (166) (133)
Forex 1 38
Others (100) 119
Beginning cash 973 951 524 488 322
Ending cash 951 524 488 322 189
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Disclaimer

The information contained in this report is based on data obtained from sources believed to be
reliable. However, the data and/or sources have not been independently verified and as such,
no representation, express or implied, is made as to the accuracy, adequacy, completeness or
reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and
associates nor person connected to it accept any liability whatsoever for any direct, indirect or
consequential losses (including loss of profits) or damages that may arise from the use or
reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Hong Leong Investment Bank Berhad has no obligation to update its
opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this
report and seek independent financial, legal or other advice regarding the appropriateness of
investing in any securities or the investment strategies discussed or recommended in this report.
Nothing in this report constitutes investment, legal, accounting or tax advice or a representation
that any investment or strategy is suitable or appropriate to your individual circumstances or
otherwise represent a personal recommendation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of
any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors,
connected parties and/or employees may, from time to time, own, have positions or be
materially interested in any securities mentioned herein or any securities related thereto, and
may further act as market maker or have assumed underwriting commitment or deal with such
securities and provide advisory, investment or other services for or do business with any
companies or entities mentioned in this report. In reviewing the report, investors should be
aware that any or all of the foregoing among other things, may give rise to real or potential
conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your
information and is made strictly on the basis that it will remain confidential. All materials
presented in this report, unless specifically indicated otherwise, is under copyright to Hong
Leong Investment Bank Berhad. This research report and its contents may not be reproduced,
stored in a retrieval system, redistributed, transmitted or passed on, directly or indirectly, to any
person or published in whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong
Investment Bank Berhad takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank
Berhad own website material) are provided solely for your convenience. The information and
the content of the linked site do not in any way form part of this report. Accessing such website
or following such link through the report or Hong Leong Investment Bank Berhad website shall
be at your own risk.

1. As of 19 January 2017, Hong Leong Investment Bank Berhad has proprietary interest in the
following securities covered in this report:

@) -.

2. As of 19 January 2017, the analyst, Jeremy Goh, who prepared this report, has interest in the
following securities covered in this report:

@) -
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BUY Positive recommendation of stock under coverage. Expected absolute return of more than +10% over 12-months, with low risk of sustained downside.
TRADING BUY Positive recommendation of stock not under coverage. Expected absolute return of more than +10% over 6-months. Situational or arbitrage trading opportunity.
HOLD Neutral recommendation of stock under coverage. Expected absolute return between -10% and +10% over 12-months, with low risk of sustained downside.
TRADING SELL Negative recommendation of stock not under coverage. Expected absolute retum of less than -10% over 6-months. Situational or arbitrage trading opportunity.
SELL Negative recommendation of stock under coverage. High risk of negative absolute return of more than -10% over 12-months.

NOT RATED No research coverage and report is intended purely for informational purposes.

Industry rating definitions

OVERWEIGHT The sector, based on weighted market capitalization, is expected to have absolute return of more than +5% over 12-months.
NEUTRAL The sector, based on weighted market capitalization, is expected to have absolute return between -5% and +5% over 12-months.
UNDERWEIGHT  The sector, based on weighted market capitalization, is expected to have absolute return of less than —5% over 12-months.
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