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Target Price: RMO0.91
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Capital upside 1.7%
Dividend yield 2.9%
Expected total return 4.6%

Sector coverage: Construction

Company description: Kimlun is primarily involved
in construction (with a niche in IBS) and precast
products.
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Stock information

Bloomberg ticker KICB MK
Bursa code 5171
Issued shares (m) 353
Market capitalisation (RM m) 304
3-mth average volume (‘000) 472
SC Shariah compliant Yes
F4GBM Index member No
ESG rating NA
Major shareholders

Phin Sdn Bhd 36.9%
Phang Khang Hau 6.0%
Pang Yon Tin 5.4%
Earnings summary

FYE (Dec) FY20 FY21f  FY22f
PATMI - core (RM m) 15.2 44.0 442
EPS - core (sen) 45 12.9 13.0
P/E (x) 20.0 6.9 6.9

29 March 2021
Results Review: 4QFY20

Kimlun Corporation

Bouncing back

Kimlun’s FY20 core earnings of RM15m were above ours and consensus
expectations. Beat was driven by leaner than expected cost. Kimlun’s
outstanding construction orderbook now stands at RM1.1bn lasting two years.
Its manufacturing orderbook stands at a decent RM300m. Increase FY21-22
earnings by 2-4% post-imputing higher replenishment assumptions and
property launches. Maintain HOLD with higher TP of RM0.91 after earnings
adjustment pegging FY21 EPS to 7.0x multiple (near 5 year mean).

Beat expectations. Kimlun reported 4Q20 results with revenue of RM243.6m (15%
QoQ, -25% YoY) and core earnings of RM12.0m (90% QoQ, -28% YoY). This brings
FY20 performance to core earnings of RM15.2m, decreasing by -74% YoY. Results
beat our and consensus expectations coming in at a 127% of our full year forecasts
(consensus: 126%). Note that core earnings are adjusted for RM7.2m of impairment.

Deviations. The results beat was mainly due to leaner than expected cost structure.

Dividends. DPS of 1 sen was declared with ex. date to be determined later (FY20: 1
sen; FY19: 3.3 sen).

Qo0Q. Core earnings rebounded by 90% on the back higher revenue for its
manufacturing segment as precast deliveries to Singapore picked up in tandem with
construction activities there. Higher contribution of manufacturing also led to higher
stronger margin improvement.

YoY/YTD. 4Q20 core earnings declined by -28% and -74% on a YoY and YTD
respectively. YTD performance was hampered by various forms of MCO in 2020 with
worst being the stop work order period reflected in 2QFY20. Kimlun’s weaker
performance on a YoY basis can be attributed to: (1) lower construction productivity
from SOP measures and worker shortage and (2) supply of precast components for
MRT2 approaching tail end.

Construction. Kimlun’s outstanding construction orderbook amounts to RM1.1bn
which will last the next 2 years. Works are still seeing productivity constraints due to
worker shortages since June coupled with ongoing SOP demands. Kimlun has
recently obtained a CIDB license allowing it to bid for hospital projects. Nonetheless,
we anticipate competitive bidding given the dearth of jobs in the market. Additionally,
Kimlun also expects to participate in phase 2 of PBH Sarawak (150km) leveraging on
its existing presence there executing phase 1. Management is adopting a
replenishment target of RM500m having achieved RM464m in 2020. We raise our
orderbook replenishment assumptions for 2021 from RM400m to RM500m having
been too conservative previously.

Manufacturing. Kimlun’s outstanding manufacturing orderbook stands at RM300m
lasting the next two years. Delivery of precast products has recovered buoyed by
stronger construction activities in Singapore with Malaysian pace of works expected to
rebound further post-MCQO2.0. Management anticipates continuing stream of orders
from Singapore’s sewerage projects. Going forward, we reckon Kimlun should be able
to secure materials supply contracts from the Rapid Transit System (RTS).

Forecast. Increase FY21-22 earnings by 4.2% and 2.4% after imputing higher
contract replenishment and assumption of new launches.

Maintain HOLD, TP: RMO0.91. Maintain HOLD with higher TP of RM0.91 (from
RMO0.87) after earnings adjustments, pegged to 7.0x target P/E multiple (near 5 year
mean). Stock currently trades at a fair FY21-22 P/E multiple of 6.9x considering the
lack of any meaningful near term catalysts.
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Figure #1 Quarterly results comparison

FYE Dec (RM m) 4QFY19 3QFY20 4QFY20 QoQ (%) YoY (%) FY19 FY20 YoY (%)
Revenue 323.0 211.8 243.6 15.0 (24.6) 1,302.8 794.7 (39.0)
EBIT 28.7 1341 14.0 7.0 (51.2) 96.7 34.6 (64.2)
Finance cost 4.2) (4.1) (4.8) 17.2 15.3 (16.7) (18.5) 10.7
Share of JVs and associates (1.0) (0.1 (0.2) 90.5 (76.8) (0.4) (0.6) 751
PBT 235 8.9 9.0 1.2 (61.9) 79.7 155 (80.5)
PAT 16.7 6.3 48 (24.8) (71.4) 58.4 79 (86.4)
Core PATMI 16.7 6.3 12.0 89.6 (28.1) 58.5 15.2 (74.0)
Reported PATMI 16.7 6.3 12.0 89.6 (28.1) 58.5 15.2 (74.0)
Core EPS (sen) 49 1.9 3.5 89.6 (28.1) 17.2 45 (74.0)
EBIT margin (%) 8.9 6.2 5.7 74 44

PBT margin (%) 7.3 42 37 6.1 2.0

PATMI margin (%) 5.2 3.0 49 45 1.9

Bursa, HLIB Research

Figure #2 Financial forecast summary

FYE Dec (RM m) FY18 FY19 FY20 FY21f FY22f
Revenue 1,012.0 1,302.8 794.7 966.0 962.4
EBITDA 133.2 150.6 85.3 103.3 103.7
EBIT 92.7 96.5 41.8 68.4 69.5
PBT 81.7 79.5 22.8 57.9 58.1
PAT 61.1 58.1 15.2 44.0 442
PATMI - Core 61.1 58.1 15.2 44.0 44.2
PATMI - Reported 61.1 58.1 79 44.0 442
Core EPS (sen) 18.0 171 45 12.9 13.0
P/E (x) 5.0 52 20.0 6.9 6.9
EV/EBITDA (x) 48 43 75 6.2 6.2
DPS (sen) 37 31 1.0 26 26
Yield (%) 4.1% 3.5% 1.1% 2.9% 2.9%
BVPS (RM/share) 20 21 20 21 22
P/B (x) 0.5 0.4 0.5 0.4 0.4
ROE (%) 9.2% 8.4% 2.3% 6.4% 6.1%
Net Gearing (%) 36.1% 47.5% 50.0% 30.4% 23.4%
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Hong Leong Investment Bank Berhad (10209-W)

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, are 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 represents 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, are 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 29 March 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:

(a)-.

2. As of 29 March 2021, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report:

(a)-
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Stock rating guide

BUY Expected absolute return of +10% or more over the next 12 months.

HOLD Expected absolute return of -10% to +10% over the next 12 months.

SELL Expected absolute return of -10% or less over the next 12 months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result in a change from the previous rating.
NOT RATED Stock is not or no longer within regular coverage.

Sector rating guide

OVERWEIGHT Sector expected to outperform the market over the next 12 months.
NEUTRAL Sector expected to perform in-line with the market over the next 12 months.
UNDERWEIGHT Sector expected to underperform the market over the next 12 months.

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other qualitative
measures and situational aspects will also be considered when arriving at the final stock rating. Stock rating may also be affected by the market capitalisation of the individual
stock under review.
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