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Stock information
Bloomberg ficker GDB MK
Bursa code 0198
Issued shares (m) 937
Market capitalisation (RM m) 356
3-mth average volume (‘000) 3460
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) FY21  FY22f FY23
PATMI - core (RM m) 31.0 37.7 39.9
EPS - core (sen) 3.1 4.0 4.3
P/E (x) 12.4 9.5 8.9

19 May 2022
Results Review: 1QFY22

GDB Holdings

Margin squeeze sets in

GDB’s 1QFY22 PATAMI of RM7.8m (-20.2% QoQ, -18.1% YoY) fell below our
expectations at 17% of forecasts mainly due to margin squeeze offsetting
higher billings. GDB’s orderbook stands at RM1.37bn translating to a healthy
3.2x cover on FY21 revenue. We think there could be award delays due to
volatility of various costs. The weaker margin print could remain considering
the persistent nature of the cost increase. Cut FY22-23 forecasts by -18%.
Maintain HOLD with lower TP of RMO0.41. Key risks include replenishment,
execution, volatile material prices and worker shortage.

Below expectations. GDB reported 1QFY22 results with revenue of RM169.0m
(16.7% Qo0Q, 52.1% YoY) and core PATAMI of RM7.8m (-20.2% QoQ, -18.1% YaY).
The results fell below our expectations at 17.0% of full year forecasts. No adjustments
due to one-offs were made for the quarter under review.

Deviations. Earnings shortfall was mainly due to margin squeeze as revenue came in
inline at 22.8% of forecasts.

Dividends. No dividends were declared as they are normally declared in 2Q and 4Q.

Qo0Q. Core PATAMI fell by -20.2% bucking stronger revenue performance (+16.7%)
as GP margin deteriorated by -2.5ppts. While construction activity normalised
smoothly in 1QFY22, margins fell from higher materials and labour costs. In our view,
labour costs hawve continued to increase due to shortages while various materials
prices spiked from higher energy costs. Both trends are persistent over the past year.

YoY. Core PATAMI decreased by -18.1% despite stronger revenue growing by 52.1%
as GP margin fell by -6.1ppts. The steep collapse in margins was brought by increase
in materials, labour, preliminaries and SOP compliance costs. Mitigating the decline
were recognition of additional profit from a completed project in the current quarter.
We reckon there was a blanket downward recalibration of project margins done during
the quarter given the persistently high material prices.

Outlook. GDB’s orderbook stands at RM1.37bn translating to a healthy 3.2x cover on
FY21 revenue to be executed owver the next 2-3 years. Management is gradually
seeing more tender opportunities over the past few months. Nonetheless, we believe
the sharp increase in various costs could lead to award delays from the private sector
especially if prices remain wlatile. As for margins, we expect the weaker print to
remain considering the persistent nature of the cost increase and 1QFY22 was
already mitigated by profit from completed project.

Forecast. Slash FY22-23 forecasts by -17.8% and -17.6. Introduce FY24 earnings
forecast of RM47.0m.

Maintain HOLD, TP: RMO0.41. Maintain HOLD with lower TP of RMO0.41 (from
RMO0.48) post earnings cut. Our TP is based on FY22 EPS of 4.0 sen pegged to an
ex-cash PE multiple of 8.0x plus net cash per share of 9 sen which we beliewe is fair
for a small cap contractor. Key risks include replenishment, execution, rising material
prices and worker shortage.
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Figure #1 Quarterly results comparison
FYE Dec (RM m) 1QFY21 4QFY21 1QFY22 QoQ (%) YoY (%)
Revenue 1111 144.8 169.0 16.7 52.1
EBIT 12.5 12.8 10.6 (17.3) (15.5)
Finance cost - - - NA NA
PBT 12.5 12.8 10.6 (17.3) (15.5)
PAT 9.3 9.6 7.6 (20.4) (17.6)
Core PATMI 95 9.8 78 (20.2) (18.1)
Reported PATMI 8.8 85 7.8 (8.2 (11.3)
Core EPS (sen) 1.0 1.0 0.8 (20.2) (18.1)
EBIT margin (% ) 11.2 8.8 6.2
PBT margin (%) 11.2 8.8 6.2
PATMI margin (%) 8.6 6.8 4.6
Bursa
Financial Forecast
Allitems in (RM m) unless otherwise stated
Balance Sheet Income Statement
FYE Dec (RM m) FY20 FY21 FY22F FY23F FY24F FYE Dec (RM m) FY20 FY21 FY22F FY23F FY24F
Cash 82 87 90 123 154 Revenue 363 425 742 776 739
Receivables 43 81 192 129 113 EBITDA 40 44 55 58 68
PPE 25 26 52 54 52 EBIT 34 37 48 51 61
Others 114 144 144 144 144 Finance cost - -
Assets 265 338 478 451 463 PBT 34 37 43 51 61
Tax (9) (10) (12) (12) (15)
Debts - - - Net profit 25 28 37 39 46
Payables 120 176 292 239 219 Minority interest 1 1 1 1 1
Others 9 1 " " 1 PATMI (core) 26 K| 38 40 47
Liabilities 129 187 303 250 230 Exceptionals - -
PATMI (reported) 26 29 38 40 47
Shareholder's equity 134 150 173 199 232
Minority interest 1 1 1 1 1
Total 135 151 175 201 233 FYE Dec (RM m) FY20 FY21 FY22F FY23F FY24F
Core EPS (sen) 2.7 31 4.0 43 5.0
Cash Flow Statement P/E (x) 13.9 124 9.5 8.9 76
FYE Dec (RM m) FY20 FY21 FY22F FY23F FY24F EV/EBITDA (x) 6.7 6.1 49 46 4.0
EBIT 34 37 48 51 61 DPS (sen) 1.3 1.4 1.4 14 14
Depreciation & amortisaton 6 7 7 7 7 Dividend yield 3.5% 3.7% 3.7% 3.7% 3.7%
Changes in working capital (15) (13) 5 10 (5) BVPS (RM) 0.14 0.16 0.19 0.21 0.25
Taxation (9) (10) (12) (12) (15) P/B (x) 26 24 20 1.8 1.5
Others 3 - - -
CFO 19 21 49 56 48 EBITDA margin 11.1% 10.4% 7.4% 7.5% 9.1%
EBIT margin 9.3% 8.8% 6.5% 6.6% 8.2%
Net capex (4) ] (33) (9) (4) PBT margin 9.3% 8.8% 6.5% 6.6% 8.2%
Others 5 Q)] - - - Net margin 71% 7.3% 5.1% 5.1% 6.4%
CFI 1 (8) (33) (9) (4)
ROE 19.2% 19.1% 21.7% 20.0% 20.3%
Changes in borrowings - - - ROA 9.3% 8.2% 7.7% 8.6% 9.9%
Dividends paid (13) (13) (13) (13) (13) Net gearing CASH CASH CASH CASH CASH
Others 1 1 - - -
CFF (12) (12) (13) (13) (13) Assumptions
FYE Dec (RM m) FY20 FY21 FY22F FY23F FY24F
Net cash flow 7 1 3 34 31 Contracts secured 1,250 - 300 500 500
Others (2) 4 - - -
Beginning cash 77 82 87 90 123
Ending cash 82 87 90 123 154
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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 19 May 2022, Hong Leong Investment Bank Berhad has proprietary interest in the following securiies covered in this report:
@) -

2. As of 19 May 2022, the analyst(s) whose name(s) appears on the front page, whoprepared this report, has interest in the following securities 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.

- HLIB Research | www.hlebroking.com



