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Finalists for the MRT3 race 

News   The race is down to 2. The Edge (weekly) carried an article 

stating that 2 consortiums have been shortlisted for the 

MRT3. They are MMC-Gamuda-GKent JV (“JV”) and state 

owned China Communications Construction Company 

(CCCC). Citing its source, the article mentioned that while 

financing of the project by the bidders was taken into 

consideration, the Government placed a higher weighting on 

technical capability and tunnelling experience. According to 

the article, the JV offered a financing rate of 4.7% while 

CCCC’s proposal was at 5%. Apart from that, the article also 

stated that Prime Minister Najib has asked MRT Corp to 
evaluate the possibility of both finalists to undertake the job.     

  
Comments   Shortlisted names as expected. To recap, 4 bidders  

submitted their tenders for the MRT3 (RM40bn). We 

mentioned in our past sector report (dated 22 Jan 2018) that 

the top contenders for the MRT3 race are likely to be the JV 

and CCCC. While both consortiums have the necessary skill 

sets, we highlighted that the JV’s advantage comes from its 

pure local setup while CCCC could possibly offer a better 

financing package (admittedly, our latter postulation may 
have been wrong based on the article’s content).  

 High participating chance for the local JV. This recent  

news came as a positive surprise for the local JV as (i) it is 

the only contender with a pure local setup, jiving well with 

the need for mega infra projects to be kept amongst 

Malaysians; and (ii) their financing rate is also lower than 

that proposed by CCCC. From a technical capability 

perspective, MMC and Gamuda have experience on (i) PDP 

and tunnelling for MRT1 and MRT2; (ii) Northern Double 

Track; and (iii) SMART Tunnel. GKent on the other hand has 

experience with LRT ext systems, LRT3 PDP and MRT2 
track works.  

 Mandated local content. Even if CCCC wins the role 

entirely, there should be significant participating opportunity 

for local contractors such as the JV. MRT Corp mentioned 

that MRT3 will continue to enforce the requirement for local 

participation (including Bumiputera) which we understand to 
be in the tune of 40-50% (i.e. RM16-20bn).   

  
Risks  Potential cash call from the JV given financing requirements.  

  
Rating Maintain OVERWEIGHT  

 Both Gamuda and GKent are our top picks for the sector 

given their strong associations with the booming mega rail 

jobs locally. We maintain our RM5.95 TP for Gamuda but 

raise that for GKent from RM4.31 to RM4.58 as we roll over 
our valuation horizon from FY19 to mid-FY20 (FYE: Jan).  

 We expect robust job flows for 2H18-2019, driven by the 

rollout of mega rail projects such as the ECRL, MRT3 and 
HSR.  
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Stock rating  

Stock Rating Price Target 
Gamuda  BUY   4.95  5.95 
IJM  BUY   2.56  3.49 
WCT  BUY   1.37  2.27 
MRCB  BUY  1.02  1.31 
SunCon  BUY   2.14  2.85 
Kimlun  BUY   2.10  2.65 
HSL  BUY   1.63  1.98 
Mitrajaya  BUY   0.85  1.15 
GKent  BUY   4.22  4.58 
Pesona  BUY   0.37  0.52 
Protasco  HOLD   0.93  1.14 
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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, is 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 represent 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, is 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 12 March 2018, Hong Leong Investment Bank Berhad has proprietary interest in the 
following securities covered in this report: 
(a) -. 
 
2. As of 12 March 2018, the analysts, Jeremy Goh, who prepared this report, have interest in the 
following securities covered in this report: 
(a) -. 
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Equity rating definitions   

BUY Positiv e recommendation of stock under coverage. Expected absolute return of more than +10% ov er 12-months, with low risk of sustained downside. 
TRADING BUY Positiv e recommendation of stock not under coverage. Expected absolute return of more than +10% ov er 6-months. Situational or arbitrage trading opportunity . 
HOLD Neutral recommendation of stock under coverage. Expected absolute return betw een -10% and +10% over 12-months, with low risk of sustained downside. 
TRADING SELL Negativ e recommendation of stock not under coverage. Expected absolute return of less than -10% ov er 6-months. Situational or arbitrage trading opportunity. 

SELL Negativ e recommendation of stock under coverage. High risk of negative absolute return of more than -10% ov er 12-months.  
NOT RATED No research coverage and report is intended purely for informational purposes.  

 
Industry rating definitions   

OVERWEIGHT The sector, based on weighted market capitalization, is expected to have absolute return of more than +5% ov er 12-months. 
NEUTRAL The sector, based on weighted market capitalization, is expected to have absolute return betw een –5% and +5% over 12-months. 
UNDERWEIGHT The sector, based on weighted market capitalization, is expected to have absolute return of less than –5% ov er 12-months. 

 


