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Pesona expected to focus on project
execution moving forward

Pesona Metro Holdings Bhd
(Nov 3, 46 sen)

Recommend buy with a target
price of 48.5 sen: Pesona Met-
ro Holdings Bhd is a small cap
contractor that has little mar-
ket attention until recently as it
goes through a winning streak,
securing RM1.8 billion worth of
construction jobs year to date.
Pesona yesterday secured its sin-
gle-largest contract win worth
RM488 million for the construc-
tion of Central Plaza I-City Mall
in Shah Alam. Consequently, this
has beefed up its outstanding
order book to a record high of
RM2.3 billion, which comfortably
provides strong earnings visibili-
ty to the group for the next three
to 3'2 years.

Apart from its construction
business, Pesona is striving to
build up a recurring income
stream that would help mitigate
the cyclical risks in the construc-
tion sector. Hence, it is currently
venturing into its first concession
business, which entails the devel-
opment and maintenance of stu-
dent hostels in Universiti Malay-
sia Perlis (Unimap) through the
acquisition of SEP Resources Sdn
Bhd for RM29.2 million. The ac-
quisition of SEP would take place

Pesona Metro Holdings Bhd

in two tranches by acquiring 70%
of SEP in the first tranche in the
financial year ending Dec 31,
2016 (FY16), while the remaining
30% would be completed in FY17
should it be able to get approval
for the waiver on the bumiputera
ownership requirement. The con-
cession is expected to generate
average yearly profit after tax of
around RM10 million for the next
20 years from FY17. SEP aside,
Pesona is still eyeing two other
potential concessions.

With about RM1 billion ten-
der book in hand, we target a
replenishment of RM1.9 billion
for FY16 and a lower replenish-
ment of RM400 million for FY17
as we expect Pesona to focus on
project execution moving for-
ward. By only factoring in 70%
of Unimap earnings from FY17,
we expect Pesona to generate
FY16-FY17 earnings of RM23.9
million to RM39.3 million. Note
that we have chosen to omit the
remainder 30% earnings contri-
bution from SEP should Pesona
fail to acquire due to bumiputera
ownership requirement, and its
contract win of RM488 million
has been factored into our es-
timates. — Kenanga Research,
Nov 3

FYE DEC (RM MIL} 2015A 2016E 2017E*
Revenue 258.8 433.1 603.4
Ebit 16.7 34.2 58.2
Net profit (NP) 11.7 23.9 39.3
EPS (sen) 1.79 3.65 5.36
BV/Share (RM) 0.21 0.23 0.29
PER 24.3 11.9 8.1
P/BV (x) 2.1 1.9 1.5
Net gearing (x) -0.1 -0.1 0.3
DPS (sen) 1.0 2.0 2.0
Dividend yield (%) 2.3 4.6 4.6

*share base diluted for (i) acquisition of 70% SEP Resources S/B and (ii) 50m of Pesona warrants
{currently 150m warrants outstanding; expiry in FY20)

Source: Kenanga Research




