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Establishing a stronger foothold in Serendah

Company report BUY
Mak Hoy Ken (Maintained)
mak-hoy-ken@ambankgroup.com
03-2036 2294 Rationale for report: Company update
Price RM2.09 Investment Highlights
Fair Value RM2.68
S2:week HighLow RM2.S0/RM1.97 ® We maintain our BUY call on WCT Holdings with an

unchanged fair value of RM2.68/share — pegged at a 15%

Key Changes . .
e — discount to its sum-of-parts value. WCT announced that
Fair value & . . .
EPS o its wholly-owned unit, WCT Land has entered into a
conditional SPA with Matad Sdn Bhd for the acquisition
YE to Dec FY13 FY14F  FY15F  FY16F of land in Serendah, Selangor for RM115mil.
Revenue (RM mil) 16724 17060 19150 21782 ® The freehold land measures ~221 acres. It is being
Core net profit (RM mil) 1834 1569 1926 2584 earmarked for a mixed commercial development.
FD Core EPS (sen) 15.4 13.5 16.1 20.7
FD Core EPS growth (%) 233 (122) 187 290 @  The purchase consideration is RM115mil, valuing the land
gg’ése”SUSNetPFOf't(RM mil) o 162-; 183-; Zzg.é at ~RM12psf. By extension, the implied land value of
PE (nge”) 136 154 130 101 WCT’s latest land deal is approximately six times the
EV/EBITDA (x) 10 109 9.0 6.7 ~RM2ps_f price that the group had paid for a larger parcel
Div yield (%) 43 3.0 34 3.9 of land in Serendah back in 2011.
ROE (%) 10.5 7.0 8.2 10.4
Net Gearing (%) 447 39.0 313 215 ®  We believe that the pricing for the latest acquisition is fair
given its mid-to-long-term earnings potential. Firstly, the
Stock and Financial Data existing parcel measures ~462 acres, and is adjacent to
the new parcel that WCT is eyeing.
Shares Outstanding (million) 1,082.0
Market Cap (RMmil) 2,2614 ® Combined, WCT would have access to ~ 682 acres of
?;’é’\‘;;’?'“e (RMishare) $-82 sizeable development land in Serendah that can be
X . . . . .
ROE (%) 105 carved into commercial or residential developments.
1 0,
Net Gearing (%) aadl ® Furthermore, our channel checks indicate that future
Major Shareholders WCT Capital (19.2%) acce§sibility to the said _Iand will improve with the
EPF (10.6%) opening of the Sg.Buaya interchange along the North-
Lembaga Tabung Haji (9.8%) South Expressway back in January.
Free Float 38.5
Avg Daily Value (RMmil) 18 ® |t was reported earlier that this new 1.5km interchange
. costs about RM87mil, and forms part of the government’s
Price performance Smth Gmth __12mth larger plans to develop the Hulu Selangor region.
Absalute (%) 8.2 (3.2) (138) e wCT will fund the land purchase through internally-
Relative (%) 06 (05) 14.0 o
generated funds. We do not expect any funding issues,
given the group’s relatively decent net gearing position of
35 [ 2000 31%-39% over the next two years.
1,800
30
}.J"l 1600 ® Not unlike its peers, WCT appears to be beefing up its
25 «...h-')\.'""w 1,400 landbank during the curren_t property lull. New property
Y 1,200 sales secured was RM245mil for 1H14 (our FY14F target:
' 1,000 RM772mil), but it should pick up in 2H14 with new
15 800 launches and the expected conversion of bookings from
0 600 the Paradigm service apartments in Kelana Jaya.
05 400 ® That said, WCT’s other key challenge in the near term is
20 the ramping up of its orderbook prospects, which has
0.0 0 ; ; ; i ;
oct09  Oct1o ool o1 Octis disappointed in recent months. Similarly, gll eyes will be
on the performance of Gateway@KLIA2 in the months
WCTHG MK FBMKLC! Index ahead; the previous gwdancg for this new mall is to
churn out a net profit of RM5mil for RM10mil.
PP 12247/06/2013 (032380) ® \We leave our earnings forecast unchanged for now

pending further updates from this new landbank.
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EXHIBIT 1: DERVIATION OF FAIR VALUE

Division Value (% of SOP) Method
(RM mil) (RM/share)
Construction Division 864.6 0.61 19.4 16x FY15F construction net profit
Development properties 1,173.0 0.83 26.4 NPV @ 8%
Investment properties 1,562.6 1.11 35.1 Market value
Future landbank 1,093.7 0.77 24.6 Market value
Indian toll concessions 50.9 0.04 1.1 DCF at WACC of 7.3%
Net Debt (986.1) (0.70) (22.2)  FY13 net debt
Proceeds from full conversion of convertible instruments 688.5 0.49 15.5
SOP 4,4471 3.15 100.0
FD No of shares (mil) 1,413.1
SOP/share (RM) 3.15
Fair Value (15% discount to SOP) 2.68
Current upside (%) 28.0
Dividend yield (%) 3.1
Total Return (%) 3141
Discount to S-O-P (%) (33.6)

Source: WCT, AmResearch

EXHIBIT 2: LOCATION OF SERENDAH LAND
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EXHIBIT 4: PE BAND CHART

EXHIBIT 3: PB BAND CHART
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EXHIBIT 5: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY12 FY13 FY14F FY15F FY16F
Revenue 1,560.4 1,672.4 1,706.0 1,915.0 2,178.2
EBITDA 268.5 2942 289.1 336.7 423.4
Depreciation/Amortisation (31.7) (37.8) 42.7) (49.1) (59.6)
Operating income (EBIT) 236.7 256.4 246.3 287.6 363.9
Other income & associates 16.0 19.2 121 141 16.9
Net interest (48.8) (47.6) (52.3) (47.3) (30.6)
Exceptional items 2109 26.7 - - -
Pretax profit 4149 254.7 206.1 254.5 350.1
Taxation (69.2) (52.3) (48.7) (60.3) (83.5)
Minorities/pref dividends 13.2 7.8 (0.5) (1.6) (8.2)
Net profit 358.9 2101 156.9 192.6 258.4
Core net profit 147.9 183.4 156.9 192.6 258.4
Balance Sheet (RMmil, YE 31 Dec) FY12 FY13 FY14F FY15F FY16F
Fixed assets 276.2 2716 293.9 309.8 365.3
Intangible assets - - - - -
Other long-term assets 2,586.5 2,493.2 2,505.3 2,519.4 2,536.3
Total non-current assets 2,862.7 2,764.8 2,799.2 2,829.2 2,901.6
Cash & equivalent 1,069.5 9334 681.0 549.6 603.5
Stock 73.9 75.6 74.0 66.2 58.4
Trade debtors 1,052.9 1,342.0 1,308.7 1,390.3 1,491.9
Other current assets 322.6 4161 416.1 416.1 4161
Total current assets 2,518.8 2,7671 2,479.8 2,422.3 2,570.0
Trade creditors 1,083.4 8427 850.4 975.3 1,161.2
Short-term borrowings 925.2 366.4 372.2 160.4 2529
Other current liabilities 15.8 19.5 19.5 19.5 19.5
Total current liabilities 2,024.4 1,228.6 1,242.1 1,155.2 1,433.6
Long-term borrowings 893.3 1,553.1 1,201.1 1,142.8 905.2
Other long-term liabilities 596.4 493.9 493.9 493.9 493.9
Total long-term liabilities 1,489.8 2,047.0 1,695.0 1,636.8 1,399.1
Shareholders’ funds 1,810.5 2,204.3 2,289.3 2,405.4 2,576.5
Minority interests 57.0 52.1 52.5 54.2 62.4
BV/share (RM) 1.90 2.02 2.10 2.20 2.36
Cash Flow (RMmil, YE 31 Dec) FY12 FY13 FY14F FY15F FY16F
Pretax profit 4149 2547 206.1 254.5 350.1
Depreciation/Amortisation 317 37.8 42.7 491 59.6
Net change in working capital 2315 (513.2) 426 50.9 922
Others (588.3) (489.4) (60.7) (74.4) (115.4)
Cash flow from operations 89.8 (710.1) 230.7 2801 386.5
Capital expenditure (52.3) (11.4) (50.0) (50.0) (100.0)
Net investments & sale of fixed assets - - - - -
Others (128.3) (8.5) - - -
Cash flow from investing (180.6) (19.9) (50.0) (50.0) (100.0)
Debt raised/(repaid) 429.3 98.7 (361.2) (285.0) (145.2)
Equity raised/(repaid) - 259.6 - - -
Dividends paid (61.8) (72.9) (72.0) (76.5) (87.4)
Others 358 307.9 - - -
Cash flow from financing 403.3 593.4 (433.1) (361.5) (232.5)
Net cash flow 3125 (136.7) (252.4) (131.4) 53.9
Net cash/(debt) b/f 7747 1,069.5 9334 681.0 549.6
Net cash/(debt) c/f 1,069.5 933.4 681.0 549.6 603.5
Key Ratios (YE 31 Dec) FY12 FY13 FY14F FY15F FY16F
Revenue growth (%) 1.4 7.2 2.0 12.2 13.7
EBITDA growth (%) 35 9.6 (1.8) 16.5 25.7
Pretax margin (%) 26.6 15.2 121 13.3 16.1
Net profit margin (%) 23.0 12.6 9.2 101 11.9
Interest cover (x) 49 54 47 6.1 1.9
Effective tax rate (%) 16.7 20.6 23.6 23.7 238
Dividend payout (%) 18.3 516 452 425 35.9
Debtors turnover (days) 246 293 280 265 250
Stock turnover (days) 23 20 20 18 16
Creditors turnover (days) 333 227 230 265 318
Source: WCT, AmResearch
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Published by The information and opinions in this report were prepared by AmResearch Sdn Bhd. The investments discussed or recommended in this
AmResearch Sdn Bhd (335015-P) report may not be suitable for all investors. This report has been prepared for information purposes only and is not an offer to sell or a
(A member of the AmInvestment Bank Group) sollcnt;{tlon to bl_.ly any securities. The directors and employees of AmResearch _S_dn Bhd may frc_>m time to time have a position in or_\{wth the
15th Floor Bangunan AmBank Group securities mentioned herein. Members of the Aminvestment Group and their affiliates may provide services to any company and affiliates of
55 Jalan Raja Chulan such companies whose securities are mentioned herein. The information herein was obtained or derived from sources that we believe are
50200 Kuala Lumpur reliable, but while all reasonable care has been taken to ensure that stated facts are accurate and opinions fair and reasonable, we do not
Tel: (03)2070-2444 (research) represent that it is accurate or complete and it should not be relied upon as such. No liability can be accepted for any loss that may arise
Fax: (03)2078-3162 from the use of this report. All opinions and estimates included in this report constitute our judgement as of this date and are subject to

change without notice.

Printed by
AmResearch Sdn Bhd (335015-P) For AmResearch Sdn Bhd

(A member of the AmInvestment Bank Group)

15th Floor Bangunan AmBank Group W -
55 Jalan Raja Chulan ‘
50200 Kuala Lumpur

Tel: (03)2070-2444 (research)
Fax: (03)2078-3162 Benny Chew

Managing Director
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