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Sector coverage: Construction

Company description: GDB provides construction
services specialising in high rise residential, mixed
and commercial developments solutions.
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Historical retun (% ) ™ 3M 12M
Absolute -6.0 -4.4 479
Relative 44 -2.9 35.1
Stock information

Bloomberg ficker GDB MK
Bursa code 0198
Issued shares (m) 625
Market capitalisaion (RM m) 375
3-mth average volume (‘000) 4223
SC Shariah compliant Yes
FAGBM Index member No
ESG rating NA
Major shareholders

Cheah Ham Cheia 48.9%
Alexander Lo 21.1%
Earnings summary

FYE (Dec) FY20 FY211 FY22
PATMI - core (RM m) 257 31.1 49.0
EPS -core (sen) 27 3.0 5.2
P/E (x) 14.8 12.2 7.7

20 August 2021
Results Review: 2QFY21

GDB Holdings

Within expectations

GDB’s 1H21 earnings of RM14.8m (+53% YoY) were within our expectations at
48% of forecasts. We anticipate pick-up in billings in 4QFY21 as vaccination
progress is on track for 80% by end Aug (excluding Sabah) which would enable
full capacity operations. Orderbook stands at RM1.8bn translating to a sizable
5.0x cover. Cut FY22-23 forecasts by -4% and -8% given the slower pace of
replenishment. Maintain BUY with lower TP of RM0.63 pegged to an unchanged
11x P/E multiple ex-cash. We believe this is justified given GDB’s sizable
orderbook and high ROEs.

Met expectations. GDB reported 2QFY21 results with revenue of RM80.7m (-27%
QoQ, 108% YoY) and core earnings of RM5.2m (-45% QoQ, 33% YoY). The results
were within our expectations at 48% of our FY21 full year forecasts. While we
anticipate a weak 3Q, a stronger finish to the year is likely with loosening restrictions.
Note that quarterly earnings are adjusted for RM0.3m of unrealised investment losses.

Dividends. First interim DPS of 0.7 sen was declared going ex. on 7 Sept-21 (1H20
DPS: 0.67).

QoQ. Core earnings fell by -45% dragged by revenue decline of -27% as construction
works were disrupted by enforcement of Phase 1 of FMCO (effective in June). We
estimate that only 15-20% of its order book was active during Phase 1 as restrictions
imposed by the authorities were fairly strict hitting private building projects the
hardest, in our view.

YoY. Core earnings staged a 33% growth aided by higher billings (revenue: +108%)
due to: (1) low base effect with 2QFY20 reflecting roughly 4 weeks of hard lockdown
and (2) contribution from its 8 Conlay project. The earnings impact from its topline
growth was partly diluted by the persistent rise in rebar prices in FY21 resulting in
lower PBT margin (-4.9 ppts).

YTD. Core earnings grew by 53% to RM14.8m, achieved through higher revenue of
38%. Drivers of revenue were: (1) low base effect with 2QFY20 reflecting roughly 4
weeks of hard lockdown (2) contribution from its 8 Conlay project and (3) advance
phases of construction for some project sites.

Outlook. GDB’s orderbook stands at RM1.8bn translating to a sizable 5.0x cover on
FY20 revenue to be executed ower the next 2-3 years. Replenishment has been
difficult this year after: (1) dialling back on tenders after a bumper FY20 and (2)
restrictions from Cowvid-19 steeply reducing tender opportunities in FY21. We believe
the award conwversion period has lengthened given current restrictions. As such, we
have written off replenishment for FY21 but maintain assumptions for FY22 & FY23.
As for execution, management is working on vaccinating its workers which should
enable for a pick-up in billings in 4QFY21. Two of its major sites have been allowed to
resume recently and management targets 80% vaccinated rate (excluding Sabah) by
end August which would enable full capacity operations for 90% of orderbook.

Forecast. Cut FY22 and FY23 earnings by -4.4% and -8.0% after revising our
replenishment assumption for FY21.

Maintain BUY, TP: RMO0.63. Maintain BUY with lower TP of RM0.63 (from RMO.66)
post earnings adjustment. Our TP is based on FY22 EPS of 5.2sen pegged to an ex-
cash PE multiple of 11.0x. We believe this is justified given GDB’s high orderbook
cover as well as high ROEs. Key risks include execution, rising material prices and
Covid-19 setbacks.
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Figure #1 Quarterly results comparison
FYE Dec (RM m) 2QFY20 1QFY21 2QFY21 QoQ (%) YoY (%) 1HFY20 1HFY21 YoY (%)
Revenue 38.9 111.1 80.7 (27.3) 107.5 138.8 191.8 38.2
EBIT 51 12.5 6.5 (47.6) 29.3 12.4 19.0 530
Finance cost - - - NA NA - - NA
PBT 5.1 12.5 6.5 (47.6) 29.3 12.4 19.0 53.0
PAT 37 93 50 (45.6) 381 9.1 14.3 57.5
Core PATMI 39 9.5 52 (45.0) 33.1 9.7 14.8 52.9
Reported PATMI 39 8.8 49 (44.0) 25.0 9.7 13.7 42.0
Core EPS (sen) 0.4 0.9 05 (44.0) 25.0 1.0 15 420
EBIT margin (%) 13.0 1.2 8.1 9.0 9.9
PBT margin (% ) 13.0 1.2 8.1 9.0 9.9
PATMI margin (%) 10.1 8.6 6.5 7.0 7.7
Bursa, HLIB Research
Financial Forecast
Allitems in (RM m) unless otherwise stated
Balance Sheet Income Statement
FYE Dec (RM m) FY19 FY20F FY21F FY22F FY23F FYE Dec (RM m) FY19 FY20F FY21F FY22F FY23F
Cash 77 61 96 99 128 Revenue 323 363 520 746 774
Receivables 34 115 118 137 126 EBITDA 41 36 47 70 73
PPE 28 29 21 37 39 EBIT 38 34 40 63 66
Others 92 92 92 92 92 Finance cost (0)
Assets 231 297 327 366 384 PBT 38 34 40 63 66
Tax 9 9 9 (15) (16)
Debts Net profit 29 25 30 48 50
Payables 96 150 169 181 171 Minority interest 0 1 1 1 1
Others 12 12 12 12 12 PATMI (core) 29 26 Ky 49 51
Liabilities 107 161 180 193 183 Exceptionals
PATMI (reported) 29 25.7 31.1 49.0 51.2
Shareholder's equity 121 133 144 170 199
Minority interest 3 3 3 3 3
FYE Dec (RM m) FY19 FY20F FY21F FY22F FY23F
Cash Flow Statement Core EPS (sen) 3.1 2.7 33 5.2 5.5
FYE Dec (RM m) FY19 FY20F FY21F FY22F FY23F PIE (x) 13.0 14.8 12.2 7.7 74
EBIT 38 34 40 63 66 EV/EBITDA (x) 7.7 8.8 6.8 45 4.4
Depreciation & amortisation 4 2 7 7 7 DPS (sen) 1.3 1.3 2.0 2.3 2.3
Changes in working capital 17 (27) 15 (6) 2 Dividend yield 3.3% 3.3% 4.9% 5.8% 5.8%
Taxation (9) (9) (9) (15) (16) BVPS (RM) 0.13 0.14 0.16 0.18 0.21
Others (32) - - - P/B (x) 3.1 2.8 2.6 22 1.9
CFO 17 0 52 49 59
EBITDA margin 12.8% 10.0% 9.0% 9.4% 9.4%
Net capex (11) (3) 1 (23) (8) EBIT margin 1.7% 9.3% 7.6% 8.5% 8.5%
Others (6) - - - PBT margin 11.7% 9.3% 7.6% 8.5% 8.5%
CFI (17) (3) 1 (23) (8) Net margin 9.0% 7.1% 6.0% 6.6% 6.6%
Changes in borrowings ROE 24.1% 19.3% 21.6% 28.8% 25.8%
Dividends paid (13) (13) (19) (22) (22) ROA 12.5% 8.3% 9.2% 13.1% 13.1%
Others 2 - - - - Net gearing CASH CASH CASH CASH CASH
CFF (11) (13) (19) (22) (22)
Assumptions
Net cash flow (10) (16) 35 3 29 FYE Dec (RM m) FY19 FY20F FY21F FY22F FY23F
Others - - Contracts secured 954 1,250 500 700
Beginning cash 83 77 61 96 99
Ending cash 77 61 96 99 128
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Hong Leong Investment Bank Berhad (10209-W)
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, are 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 fime without prior noice. 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 securites or the investment strategies discussed or recommended in this report. Nothing in this report consfitutes 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
recommndation 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 employeees may, from time to tme, own, have
positions or be materially interested in any securiies mentioned herein or any securites related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securiies and provide advisory, investment or other services for or do business with any companies or enties 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 stricty 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, direclty 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 20 August 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:
@) -

2. As of 20 August 2021, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securiies covered in this report:

(a) -
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Stock rating definitions

BUY Expected absolute retun of +10% or more over the next 12-months.

HOLD Expected absolute retum of -10% to +15% overthe next 12-months.

SELL Expected absolute retum of -10% or less over the next 12-months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result to a change from the previous rating.
NOT RATED Stock is not or no longer within regular coverage.

Sectorrating definitions

OVERWEIGHT Sector expected to outperform the market over the next-12 months.
NEUTRAL Sector expected to perform in-line with the market over the next -12 months.
UNDERWEIGHT Sector expected to underperform the market over the next -12 months.
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