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Scientex Berhad
Acquiring Landbank in Melaka

By Marie Vaz | msvaz@kenanga.com.my;

SCIENTX entered into a SPA with Real Golden Develop ment

Sdn Bhd to acquire 208.9ac freehold agricultural la

nd in

Melaka for RM68.2m. Project details are minimal wit h

development plans and GDV pending finalisation, but
estimate a GDV of RM1.0b (6.8% land cost to GDV rat
are neutral in the near term on minimal impact to e

but

mildly  positive

in the longer

we
i0). We
arnings,

run. Maintain

UNDERPERFORM but increase TP to RM7.40.

Acquiring land in Melaka.

SCIENTX via Scientex Heights Sdn Bhd (a
wholly-owned subsidiary of Scientex Quatari Sdn Bhd which is a
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wholly-owned subsidiary of SCIENTX) entered into an SPA with Real R T I T I S R S SIS
Golden Development Sdn Bhd (RGSB) to acquire two pieces of W oo o o Y
freehold agriculture land measuring 208.9ac for RM68.2m, implying a KLCI 1.785.94
price of RM7.50 psf. The land is slated for a mixed development YTD KLCI ch ! 0 é%
project, but further details such as total GDV, development cost, YTD K 9 h 3'00/
commencement and completion dates are too preliminary to ascertain. stock price chg mo-U70
The acquisition will be funded by internally generated funds or bank .
borrowings, and is expected to be completed in 1HCY19 (FY19). Stock Information
. ) o Shariah Compliant Yes
Ngutral in the near term, mild positive in the long  er run. We were  Bloomberg Ticker SCI MK Equity
fairly surprised by the management's move to further increase \jarket Cap (RM m) 4.107.0
landbank in Melaka, but we are neutral on the exercise as we do N0t  ghsres Outstanding 488.9
expect a significant impact to earnings in the near term. We are unable 52-week range (H) 9.85
to derive a direct comparable for the said land due to minimal historical ek ’
o : . . - ge (L) 6.51
references. However, historical transactions for mixed land titles (i.e. a 3-mth dail I 297 582
combination of agricultural, industrial and commercial) in Melaka mth avg daily vol. s
ranges from RM23-49psf. Based on our assumptions of affordable Free Float 61%
residential units and a mixed development township, price per unit of Beta 0.8
RM400k on 12 units per acre, we derive a potential GDV of RM1.0b _
(<10% of Group’s total GDV of c.RM11b), and land cost to GDV of _Major Shareholders
6.8% which we deem as decent. However, note that land cost could Scientex Holdings Sdn Bhd 21.4%
increase on re-zoning and conversion premiums (from agricultural land = Scientex Leasing Sdn Bhd 9.7%
to commercial). As project details are still pending finalisation of  Scientex Infinity Sdn Bhd 8.4%
development plans and potential GDV, land cost to GDV may change
subject to the residential to commercial mix and pricing strategies. Summary Earnings Table
Outlook. SCIENTX's is focused on ramping up utilisation, targeting _FYE Jul (RM m) 2017A  2018E  2019E
70% over the next few years (vs. ¢.60% currently), mostly from its ~ Turnover 2403.2 25405 3216.1
BOPP plant and Arizona plant in the United States which will mostly =~ EBIT 325.1 329.8 377.6
contribute from FY19 onwards. FY18 CNP growth will be driven by PBT 318.0 327.5 374.7
increased manufacturing capacity (+44% YoY) to 455k MT p.a. While = Net Profit (NP) 255.9 255.7 292.7
we do not expect additional capacity in FY19, growth is premised on; (i) Core NP* 255.2 255.7 292.7
increased utilisation rates for the manufacturing segment in FY18-19 of ~ Consensus (NP) n.a. 2735 318.3
62-65%, and (ii) full-year contribution from KHPI in FY19. Allin, we are  Earnings Revision n.a. n.a n.a
expecting launches of RM700-800m in FY18-19. Core EPS (sen) 50.0 50.1 57.4
Maintain FY18-19E CNP of RM256-293m . As the project details and = Core EPS growth (%) 2.9 0.2 14.5
date are yet to be finalised, we anticipate launching by FY20-21. As NDPS (sen) 15.2 15.0 17.2
such, we leave FY18-19E numbers unchanged. FY18E net gearing will BVPS (RM) 3.00 4.03 477
be maintained at 0.19x while FY19 net gearing will increase marginally = Core PER 16.8 16.8 14.6
to 0.15x (from 0.14x). PBV (x) 2.8 2.1 1.8
A : Net Gearing (X) 0.21 0.19 0.15
Maintain UNDERPERFORM but increase TP to RM7.40 (from Net Div. Yield (%) 18 18 51

RM®6.40) on increased property sector valuations in tandem with peers.
Our TP is based on our Sum-of-Parts (SoP) FY19E valuations with; (i)
a higher PER of 10.0x (from 6.8x PER) for the Property segment,
which is at a 15% discount to small-mid-cap property players and
Johor exposed peers under our coverage PER due to SCIENTX's

exposure in

the challenging Johor

market

after taking into

consideration recent recovery in overall share prices, and (i) an
unchanged 14.0x applied PER for the manufacturing segment. We are
comfortable with our UNDERPERFORM call as foreseeable upsides
have been accounted for.
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OTHER POINTS

Risks to our call include ; (i) lower-than-expected resin cost, (ii) stronger product demand from overseas, and (iii) stronger-than-
expected property sales, (iv) foreign currency risk from weakening Ringgit.

Income Statement Financial Data & Ratios
FY Jul (RMm) 2015A 2016A 2017A 2018E 2019E FY Jul (RMm) 2015A 2016A 2017A 2018E 2019E
Revenue 1801.7 2201.0 2403.2 2540.5 3216.1 Growth (%)
EBITDA 268.8 367.1 388.3 438.2 546.7 Turnover 13.3 22.2 9.2 5.7 26.6
Depreciation -43.8 -54.5 -63.2 -108.4 -169.1 EBITDA 17.1 36.6 5.8 12.8 24.8
Operating Profit 2250 3126 3251 329.8 377.6 Operating 18.6 38.9 4.0 14 145
Interest Exp -8.3 -13.7 -14.0 -9.2 -14.6 PBT 18.6 38.6 3.8 3.0 14.4
Associate 4.2 7.4 6.9 6.9 11.7 Net Profit 6.6 52.3 6.2 -0.1 14.5
Exceptionals 9.0 Tl 4.0 0.0 0.0 Core Net 0.5 66.2 2.9 0.2 14.5
PBT 221.0 306.3 3180 3275 3747
Taxation -58.9 -59.8 -58.0 -65.5 -74.8
Minority Interest -3.9 5.7 -4.1 6.3 7.2 Profitability
Net Profit 158.2  240.9 2559 255.7 2927 EBITDA 14.9 16.7 16.2 17.2 17.0
Core Net Profit 149.2 248.0 251.9 255.7 292.7 Operating 12.5 14.2 135 13.0 11.7
PBT Margin 12.3 13.9 13.2 12.9 11.7
Balance Sheet Net Margin 8.8 10.9 10.6 10.1 9.1
FY Jul (RMm) 2015A 2016A 2017A 2018E 2019E Core Net 8.3 11.3 10.6 10.1 9.1
Fixed Assets 642.8 952.5 1012.6 1455.6 1534.7 Eff. Tax Rate 26.6 19.5 18.2 20.0 20.0
Prepaid lease pmts 0.0 0.0 0.0 0.0 0.0 ROA 10.4 10.5 10.2 8.0 8.3
Other investments 24.1 25.0 25.6 24.1 24.1 ROE 19.1 20.0 18.9 14.2 13.0
Other Fixed Assets  310.1 512.3 586.6 750.0 1034.2
Inventories 112.0 137.0 168.8 2131 270.6 DuPont
Receivables 321.7 350.7 427.3 487.7 617.4 Net Margin 8.3 11.3 10.6 10.1 9.1
Ot. Current Asset 136.5 174.7 165.1 171.0 170.8 Assets T/O (x) 11 1.0 0.8 0.8 0.8
Cash 90.6 100.6 191.9 1184  150.8 Leverage Fac 2.0 2.1 1.9 1.8 1.7
Total Assets 1637.8 2252.8 2577.8 3220.0 38025 ROE (%) 18.0 23.4 18.9 14.2 13.0
Payables 328.6 458.8 419.4 476.5 619.1 Leverage
ST Borrowings 149.9 232.7 301.2 322.7 360.0 Debt/Asset (x) 0.1 0.2 0.2 0.2 0.1
Other ST Liability 21.6 20.0 23.0 30.5 38.6 Debt/Equity 0.2 0.4 0.4 0.2 0.2
LT Borrowings 75.5 238.9 166.5 180.0 160.0 N.Cash/(Debt)  134.8 371.0 275.8 384.3 369.1
Other LT Liability 57.4 60.7 63.7 64.8 79.4 Net Debt/Eq 0.14 0.32 0.16 0.19 0.15
Minority Interest 62.8 66.5 68.4 88.5 112.1
Net Assets 942.0 1175.2 15355 2056.9 2433.4
Valuations
Share Capital 115.0 115.0 425.3 593.2  593.2 EPS (sen) 29.3 48.6 50.0 50.1 57.4
Reserves 827.0 1060.2 1110.1 1463.7 1840.2 NDPS (sen) 22.0 16.0 15.2 15.0 17.2
Shareholder Eq. 942.0 1175.2 15355 2056.9 2433.4 BV (RM) 1.85 2.55 3.00 4.03 4.77
PER 28.7 17.3 16.8 16.8 14.6
Cashflow Statement Net Div.Yield 25 2.6 1.9 1.8 1.8
FY Jul (RMm) 2015A 2016A 2017A 2018E 2019E PBV 4.5 3.3 2.8 21 1.8
Operating CF 303.3 380.4 3228 264.0 819.2 EV/EBITDA 16.9 13.8 10.3 10.9 8.7
Investing CF -170.0 -560.7 -253.4 -390.0 -248.2
Financing CF -132.9 190.2 21.8 -288.7 -85.1
Change In Cash 0.4 10.0 91.3 -4146 485.9
Free CF 133.3 -180.3 69.5 -126.0 571.0

Source: Kenanga Research
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Peer Comparison
Net

RS (el 2Tl PER (x) - Core Earnings Div.Yld.  Target

Market SEUEL! Current

Growth Growth )
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®wm) Compliant  FYE i pyg pwd. Fwd. TSY Fad. Fwd : Fwd.  (RM)

STOCKS UNDER COVERAGE

SCGM BHD 1.66 320.0 Y 04/2019 9.3% 13.8% -29.9%  39.8% 23.0 32.7 23.4 1.8 1.3 5.1% 1.5% 1.30 UP
SCIENTEX BHD 8.40 4,107.0 Y 07/2018 5.7% 26.6% 0.2% 14.5% 16.8 16.8 14.6 2.8 2.1 14.2% 1.8% 7.40 UP
SLP RESOURCES BHD 1.32 418.4 Y 12/2018 16.5% 8.6% 16.2% 8.8% 22.6 19.5 17.9 25 2.3 12.3% 2.1% 1.20 MP
THONG GUAN INDUSTRIES BHD 2.96 403.2 Y 12/2018 0.2% 29%  -20.6% 3.1% 11.3 14.2 13.8 11 1.2 8.7% 2.4% 1.85 UP
TOMYPAK HOLDINGS 0.775 325.0 N 12/2018 26.1%  23.8% -19.8% 40.9% 37.3 46.7 33.0 2.2 1.7 4.2% 1.5% 0.510 UP
Simple Average 11.6% 15.1% -10.8% 21.4% 22.2 26.0 20.6 2.1 1.7 8.9% 1.9%

Source: Bloomberg, Kenanga Research
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Stock Ratings are defined as follows:

Stock Recommendations

OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%

Sector Recommendations***

OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’'s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies.

Published and printed by: %
KENANGA INVESTMENT BANK BERHAD (15678-H)

Level 12, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia Chan Ken Yew
Telephone: (603) 2172 0880 Website: www.kenanga.com.my E-mail: research@kenanga.com.my Head of Research
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