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ASIAN GEMS CORPORATE HIGHLIGHTS
Gamuda (GAM MK)

Transforming Into A “New” Gamuda

Gamuda is a prime beneficiary of the upcoming rollout of regional mega projects, such
as MRT3 (Malaysia) and Suburban Rail Loop (Australia) given its strong track record.
We came away from Gamuda’s session in our Asian Gems Virtual Conference feeling
optimistic on its prospects. The completion of its highway disposal will strengthen its
war chest for future growth. Its all-time high orderbook and property unbilled sales
bode well for its outlook. Maintain BUY. Target price: RM4.35.

WHAT’S NEW

¢ Strengthening its foothold in Australia. Recently, Gamuda was shortlisted for two projects
in Melbourne - North-East Link and Suburban Rail Loop (SRL) - with the outcomes to be
announced in 2023. Gamuda is eyeing more on SRL as it offers higher contract value.
Gamuda is partnering with John Holland for this project. There will be two packages, with the
first being the longest tunnelling package that has been put up for tender in Victoria. The first
package will be awarded in 1H23 while the second one will be in 2H23. There are three
companies that have been shortlisted, of which two will be awarded with the contracts.
Hence, Gamuda stands a high chance of winning the job. The Australian government has
committed A$2.7b (RM8b) for the project. Although the contract value is higher than Sydney
Metro West (SMW) (RM6b), the orderbook impact is smaller due to the JV nature of SRL (vs
SMW, where Gamuda recognises 100% share).

MRT3: Potentially delayed to 1Q23. Due to the sudden announcement of the general
election that is expected to be held in 4Q22, the rollout of mega projects such as MRT3 and
Penang South Islands (PSI) may be delayed to 1Q23 after a new government has been
formed. Gamuda is still confident that these projects will go through despite the delay as they
have progressed to advanced levels. There are at least eight companies that have submitted
bids for the three civil main contractor packages. Budget 2023 highlighted that the 50.8km-
project will cost RM50.2b with projected expenditure of RM3.3b for 2023.

Monetisation of four highways is complete. RM5.5b sukuk was successfully raised by
Amanat Lebuhraya Rakyat (ALR) and the drawdown of the cash proceeds had been
completed earlier this month. The RM2.3b (RM0.91/share) received by Gamuda from this
disposal will be used for reinvestment (19%), special dividends (43%), and reduction of
borrowings (38%). This will help to deleverage its balance sheet (change to net cash position
of >RM1b) and to fund future projects. The special dividends will translate to about RM1b or
38 sen/share (dividend yield: 10%) and will be disbursed within the coming three months.
Gamuda will realise a one-off gain of RM1b, lifting NAV to RM4.27 (+RM0.39/share).

KEY FINANCIALS

Year to 31 Jul (RMm) 2021 2022 2023F 2024F 2025F
Net turnover 3,517 5,162 6,797 8,198 9,308
EBITDA 766 823 980 1,089 1,252
Operating profit 586 711 805 913 1,051
Net profit (rep./act.) 588 806 621 709 816
Net profit (adj.) 588 809 621 709 816
EPS (sen) 23.6 317 24.4 27.8 32.1
PE (x) 14.5 12.2 15.7 13.8 11.9
P/B (x) 0.9 1.0 0.9 0.9 0.8
EV/EBITDA (x) 11.0 10.1 10.9 10.5 9.8
Dividend yield (%) 0.0 3.1 3.3 3.4 3.6
Net margin (%) 16.7 15.8 10.8 9.7 9.2
Net debt/(cash) to equity (%) 18.1 12.3 10.4 8.9 7.3
Interest cover (x) 5.1 5.3 7.5 8.7 9.1
ROE (%) 6.6 8.6 8.8 9.2 9.5
Consensus net profit - - 640 746 832
UOBKH/Consensus (x) - - 0.97 0.95 0.98

Source: Gamuda, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price RM3.68
Target Price RM4.35
Upside +18.2%

COMPANY DESCRIPTION

Civil engineering construction with exposure in
property development and toll concessions.

STOCK DATA

GICS sector Industrials
Bloomberg ticker: GAM MK
Shares issued (m): 2,591.1
Market cap (RMm): 9,587.0
Market cap (US$m): 2,032.5
3-mth avg daily t'over (US$m): 3.9
Price Performance (%)

52-week high/low RM4.01/RM2.77
1mth 3mth 6mth 1yr YTD
(6.3) 3.4 25 11.4 27.6
Major Shareholders %
Employees Provident Fund 9.9
Skim Amanah Saham Bumiputera 8.3
Kumpulan Wang Persaraan 5.5
FY23 NAV/Share (RM) 4.27
FY23 Net Cash/Share (RM) 1.06
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STOCK IMPACT

o Overseas contribution dominates construction orderbook. Gamuda’s record-high
orderbook of RM14b (+268% yoy) will provide earnings visibility until 2026 (4x revenue cover
vs historical average of 2x). Overseas projects contribute around 76% of the orderbook as
Gamuda managed to win around RM10b worth of jobs abroad in FY22 - Australia (RM8.0b),
Singapore (RM1.5b) and Taiwan (RMO0.2b). Gamuda plans to win around RM13b of new
jobs in FY23 to reach its target of RM25b over FY22/23. It is looking to tender for around
RM45b (A$15b) worth of projects in Australia for the next 2-3 years, and expects to win
RM15b (A$5b) or A$2b-3b/year. This includes Adelaide's North-South Corridor and Great
Western Highway.

Prime beneficiary of MRT3. Gamuda is one of the frontrunners for the underground
package given its strong track record. The contract value of the 11km underground portion is
estimated at RM10.7b (based on MRT2). Assuming a 6% net margin, our back-of-the-
envelope calculations estimate net contribution to Gamuda’s bottom line at RM0.129/share
(period: 5-7 years). Every package will have its own private funding initiative (PFI) structure
contributing to the upfront construction cost of about 10% of the contract value to make up
for the first 1-2 years. Gamuda will have a stronger chance to clinch the project, given its
strong balance sheet, especially after the highway disposal.

Pivoting into green infrastructure. Gamuda is looking to reinvest in eco-friendly recurring
income businesses in the infrastructure space ie solar, flood mitigation projects and
hydroelectric power plants. While it is expected to announce some updates in 4Q22, we
believe the earnings can only be seen materially from FY24 onwards. Gamuda will focus on
Malaysia first, before looking at opportunities abroad. Gamuda will also be relying on its
record-high orderbook and property sales to replace the RM170m earnings/year from the
highway business (25% of the total earnings). Gamuda is looking to double its orderbook to
RM20b-25b from FY24 onwards with a 50:50 split between local and overseas contribution.
Gamuda also aims to double property sales to RM6b/year. This will improve sustainable
earnings by >RM500m/year by FY24.

Ramping up property business abroad. The division is expected to continue its yoy
growth supported by its record-high unbilled sales of RM6.2b. Its property presales hit a
record high of RM4b (+40% yoy) in FY22 with a 50:50 split between local and overseas
contributions. Its sales target in FY23 is RM4.5b. Its strategy ahead is to expand its Quick
Turnaround Projects (QTP) overseas. Currently, it has five QTP projects (two in UK, two in
Vietnam, one in Australia) with five more to be acquired in the next two years. While it is still
in its infancy stage, Gamuda aims for its QTP portfolio to be the main driver, targeting 50%
presales growth in the next two years, delivering RM2b presales by FY24. Gamuda also is
looking to launch five new projects overseas per year from FY23 onwards, including
Australia, the UK, Vietnam and Singapore. This is part of its strategy to achieve RM8b sales
in the next five years. Gamuda is also planning to further grow its property business in
Vietnam by kicking off a new development soon.

EARNINGS REVISION/RISK
¢ None.

VALUATION/RECOMMENDATION

¢ Maintain BUY with an unchanged SOTP-derived target price of RM4.35, implying 17x
FY23F PE (+1SD of five-year historical average). We believe this is justified given its lower
reliance on local government projects, its ability to clinch regional jobs and high orderbook
cover.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental

- Commits to reduce greenhouse gas emission intensity by 30%/45% in 2025/2030.
 Social

- Well-diversified workforce in terms of gender: female (43%) and male (57%).
¢ Governance

- Independent directors make up 57% of its board composition.
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SOTP VALUATION
RMm Remarks
Construction 7,843 11x FY22 PE
Property (Malaysia) 3,899 50% discount to RNAV
Vietnam landbank 1,552 40% discount to RNAV
Proceeds from SPLASH 933
Net Cash 1,200
Total SOTP value 15,777
Outstanding shares (m) 2,554
SOTP/share 6.18
Discount to SOTP 30%
TP/share (RM) 4.35
Source: Gamuda, UOB Kay Hian
OUTSTANDING ORDERBOOK
RMb Work done
KVMRT Line 2 0.9 94%
Pan Borneo Sarawak 0.0 96%
Second Trunk Road, Sarawak 0.1 31%
Residential Building Works, Malaysia 0.1 69%
Other Civil Works, Malaysia 0.2 54%
Rasau WTP, Malaysia 2.0 0%
Marine bridge, Taiwan 0.1 68%
Bus depot, Singapore 0.6 23%
Seawall project, Taiwan 04 39%
Transmission line, Taiwan 0.2 0%
Marine bridge ext, Taiwan 0.2 0%
Defu Station, Singapore 0.9 0%
SMW-WTP, Australia 6.2 5%
Coffs, Australia 21 0%
TOTAL 14.0
Source: Gamuda
MRT3 PROJECT DETAILS
Asset Owner MRT Corporation

Project Period
Project Structure

2023-2030 (8 years)

4 turnkey contractors & 1 consultant

a) 2 contractors for elevated works

b) 1 contractor - underground works

¢) 1 contractor - rail systems

d) 1 project management consultant
Estimated Cost RM30-50b

Length of Alignment 51km: 40km of elevated tracks & 11km of
underground tunnels

Source: MRT Corp
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Year to 31 Jul (RMm) 2022 2023F 2024F 2025F  Year to 31 Jul (RMm) 2022 2023F 2024F 2025F
Net turnover 5,162 6,797 8,198 9,308 Fixed assets 967 972 976 1,074
EBITDA 823 980 1,089 1,252 Other LT assets 7,853 8,115 8,337 9,171
Deprec. & amort. 174 175 176 176 Cash/ST investment 2,592 2,571 3,042 3,346
EBIT 711 805 913 1,051 Other current assets 8,089 9,163 8,519 9,371
Total other non-operating income 166 141 92 90 Total assets 19,501 20,821 20,874 22,961
Associate contributions 105 120 130 130 ST debt 1,452 1,452 1,452 1,597
Net interest income/(expense) (136) (141) (136) (121) Other current liabilities 3,636 4,369 3,930 4,323
Pre-tax profit 1,036 920 1,060 1,202 LT debt 3,776 3,776 3,776 4,154
Tax (203) (242) (269) (291)  Other LT liabilities 640 640 640 704
Minorities (77) (94) (82) (94) Shareholders' equity 9,568 10,061 10,472 11,519
Net profit 806 621 709 816 Minority interest 429 523 606 667
Net profit (adj.) 809 621 709 816 Total liabilities & equity 19,501 20,821 20,874 22,961
CASH FLOW KEY METRICS

Year to 31 Jul (RMm) 2022 2023F 2024F 2025F  Year to 31 Jul (%) 2022 2023F 2024F 2025F
Operating 401 450 936 1,030 Profitability

Pre-tax profit 1,036 920 1,060 1,166 EBITDA margin 17.2 15.8 16.9 18.6
Tax (203) (242) (269) (296)  Pre-tax margin 16.4 14.9 15.2 16.7
Deprec. & amort. 174 175 176 194 Net margin 11.8 104 10.6 117
Associates (105) (120) (130) (143) ROA 29 32 2.7 3.0
Working capital changes (269) (341) 204 224 ROE 5.9 6.5 55 6.1
Non-cash items (271) (261) (222) (244)

Other operating cashflows 241 261 266 293 Growth

Investing (180) (180) (180) (198) Turnover 332 315 (14.4) (15.8)
Capex (growth) (180) (180) (180) (198)  EBITDA 53 209 (8.6) (9.5)
Investments (271) (261) (222) (244) Pre-tax profit (2.4 19.9 (12.9) (14.2)
Proceeds from sale of assets 0 0 0 0 Net profit (5.8) 15.8 (12.7) (14.0)
Others 271 261 222 244 Net profit (adj.) (5.8) 158 (12.7) (14.0)
Financing (285) (290) (285) (314) EPS (5.8) 158 (12.7) (14.0)
Dividend payments (149) (149) (149) (164)

Issue of shares 0 0 0 0 Leverage

Proceeds from borrowings 0 0 0 0 Debt to total capital 343 331 321 353
Othersfinterest paid (136) (141) (136) (150) Debt to equity 54.6 52.0 49.9 54.9
Net cash inflow (outflow) (65) (21) 471 518 Net debt/(cash) to equity 215 26.4 209 23.0
Beginning cash & cash equivalent 1,233 1,169 1,148 1,263 Interest cover (x) 5.9 6.9 6.6 7.3
Changes due to forex impact 1,424 1,424 1,424 1,566

Ending cash & cash equivalent 2,592 2,571 3,042 3,346

Refer to last page for important disclosures.




UOBKayHian

Wednesday, 19 October 2022

Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures. 26
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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