
IJM to bid for 3 projects in 
Klang Valley worth RMlb 

• IJM CORP BHD 
FYE MARCH 31 2018 2019E 2020E 2021E 

REVENUE (RM mil) 6,027 6,476 - ' 6,759 6,575 

NET PROFIT (RM mil) 350 488 534 546 

EPS (sen) 9.6 13.5 14.7 15.1 

PER (x) 18.2 13.1 12.0 11.7 

• Recommendation: 
Buy 
TARGET Price: RM2.48 
by Aff in H w a n g Investment 
Bank Bhd (July 9) 

Highlights 
IJM Corp Bhd is scheduled to 
start operating the Kuantan Port 
N e w D e e p Water Te rmina l 
(NDWT) Phase 1A in September 
2018 and Phase IB in June 2019. 
Phase 1 will increase the port 's 
capacity by 50% to 39m tonnes 
pa and drive long-term growth. 

However , h i g h e r in t e re s t 
expense and depreciation will 
l ikely lead to por t e a r n i n g s 
declining 35% YoY in FY19E. 

We cut FY19-FY21E EPS by 
6%-8% to reflect lower port and 
plantation earnings. 

Maintain 'Buy' with a reduced 
target price (TP) of RM2.48, 
based on 10% discount to RNAV. 

Expanding port operation. 
Alliance Steel (M) Sdn Bhd has 
s t a r t e d c o m m i s s i o n i n g i ts 
RM5.6b new plant in Malaysia-
C h i n a K u a n t a n I n d u s t r i a l 
Park (MCKIP) to produce u p 

to 3.5m tonnes pa of long steel 
products. 

The s ta r t ing u p of a ded i -
cated b e r t h at N D W T P h a s e 
1A to provide por t facilities to 
the plant will ease the impor t 
of raw material and expor t of 
steel products. 

The development of MCKIP 
wi l l s u p p o r t the inc rease in 
c a p a c i t y fo r N D W T w i t h 
P h a s e IB a n d e v e n t u a l l y 
P h a s e 2, w h i c h w i l l d o u b l e 
t he cargo h a n d l i n g capac i ty 
of Kuan tan Port. 

Ongoing review of projects 
creates uncertainty. The ongo-
ing rev iew of i n f r a s t r u c t u r e 
projects by the government has 
led to some uncer ta in t ies in 
the orderbook rep len i shment 
prospects of IJM. 

However, IJM is in a good 
position to weather the cyclical 
domest ic const ruct ion down-
t u r n given its diversified con-
s t ruc t ion expert ise , compet i -
t i v e n e s s a n d g e o g r a p h i c a l 
diversification. 

It is b idd ing for three bui l-
d ing projects in the Klang Val-

ley a n d is targeting to secure at 
least R M l b wor th of new con-
tracts in FY19E. 

R e m a i n i n g o r d e r b o o k of 
RM9.4b, equivalent to 4x FY18 
c o n s t r u c t i o n r e v e n u e , w i l l 
s u s t a i n its c o n s t r u c t i o n ear^ 
n ing growth . 

Cut in earnings. We cut our 
EPS by 6%-8% in FY19-21E to 
ref lec t lower p l a n t a t i o n a n d 
p o r t e a r n i n g s . We r e d u c e d 
IJM Plantat ion Bhd's ea rn ings 
f o r e c a s t s r e cen t l y to r e f l ec t 
l o w e r p r o d u c t i o n g r o w t h , 
s lower dec l ine in p r o d u c t i o n 
costs, as well as h ighe r effec-
tive tax rate assumpt ion . 

Reiterate 'Buy'. We reduce 
o u r RNAV/sha re e s t ima te to 
RM2.75 f r o m RM2.82 p rev i -
ous ly to ref lect lower v a l u a -
t ion for its p lanta t ion division. 
This is par t ly offset by h igher 
v a l u a t i o n for its p o r t g iven 
s t ronger long- te rm f ree cash-
f l o w a f t e r f a c t o r i n g h i g h e r 
cargo t h r o u g h p u t g rowth . 

Based on the same 10% dis-
count to RNAV, we cut our TP 
to RM2.48 f rom RM2.54. 
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