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. . Price: RMO0.395
Undemanding Valuations Target price:  RMO.800
By Thong Pak Leng, Vice President of Research
JAKS Resources Bhd (JAKS) is primarily engaged in water g5 17,500
supply and infrastructure construction projects, property .,
development in Malaysia, as well as power generation in 051 17,000
Vietnam. Commercial operations of the Vietnam Power Plant '
have begun and is expected to provide a steady stream of 049
recurring income for the next 25 years. BUY with an %% Loso0
unchanged target price of RM0.80 based on SOP (sum of 045
parts) valuations, implying PER and 19.2x and 19x for FY22 043 16,000
and FY23 respectively. 0.41
To recap, the first unit of the Hai Duong Thermal Power Plant has 039 =
commenced operation on 24 November 2020 while the second unit %37
in January 2021. Based on management'’s guidance, the 2x600MW 035 — S S - - S S oy
power plant will provide a revenue of US$600m per annum. 2 % iy 3 iy % T
Assuming a 18% net margin and RM4/USD conversion rate, the JV = 2 3 S 2 8 =
(30%) will generate net income of RM130m per year for JAKS. JAK MK Equity FBMSC Index
With the recent disposal of the 51% stake in JIC, JAKS is takinga KLCI 806.7
step back from property development for the time being, in view YTD FBM KLCI change 2,042.3
that the local property sector's outlook is expected to remain YTD FBM SC Index change 0.83
challenging for a foreseeable future. The company is now shifting ~YTD stock price change 0.37
its focus into the power and infrastructure construction businesses.

JAKS was recently shortlisted for Package 2 (50 megawatt) under ~Stock Information

the Malaysia's fourth large-scale solar (LSS4) projects. Moving Market Cap (RM’'m) 806.7

forward, JAKS is actively exploring other renewable power energy Issued Shares (m) 2,042.3

projects in Malaysia and Vietnam, such as hydro, solar and liquified  52-week range (H) 0.83

natural gas power plants. 52-week range (L) 0.37

The company entered into several MOUs to explore collaboration )

on the development in renewable energy plants such as solar and _Major Shareholders

hydropower in Sabah. JAKS also entered into a MOU with T&T Ang Lam Poah 13.0%

Group Joint Stock Company to explore possibilities to develop the Vaneck Vectors Vietn 2.4%

1,500 MW liquefied natural gas (LNG) power project in Vietnam. Dimensional Fund Adv 1.3%

JAKS has been reporting consistent earnings in the past 2 quarters

thank_s to the_ contrit_)ution from yietnam. We expect_ earnings to Summary Earnings Table

remain consistent in the coming quarters reflecting the full -

contribution from Vietnam. We maintain our FY22 numbers while _FY D¢ (RM’'m) gh2 T Zi2IE AR gzk

introducing FY23 net earnings forecast at RM97.8m. Going Revenue 259.4 77.8 89.5 92.2

forward, JAKS will continue to expand its business in the powerand  EBIT e T (.1)

energy sector in Malaysia and Vietnam. Pretax profit (06.0) = 97.2 Slied sl

Net profit (80.5) 94.6 96.9 97.8

Sum of Parts Valuation Core net profit 1.5 94.6 96.9 97.8
Book value (ex-Vietnam) RM562.0m Consensus n.a. 97.8 113.0 123.0
Vietnam Concession NPV @ 12% discount rate RM990.6m Core EPS (sen) 0.1 4.1 4.2 4.2
Cash proceeds from private placement @ EPS growth (%) -99.3%  6209.8% 2.4% 1.0%
RM0.543/share RM300.2m DPS (sen) 0.0 0.0 0.0 0.0
Total SOP RM1,852.8m PER (x) 466.0 9.7 9.5 9.4

BV/Share (RM) 0.65 0.54 0.58 0.62

No of shares (enlarged) 2,322.4m ROE (%) 0.1% 7.9% 7.4% 7.0%

Technically Speaking

Resistance level RMO0.420

Support level RM0.375

Sources: Company, Rakuten Trade Research
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COMPANY Definition
Bu The stock return is expected to exceed the KLCI benchmark by more than 10% over the next 6-12
Y months.

Short-term positive development on the stock that could lead to a re-rating in the share price and

Trading Buy translate into an absolute return of 10% over the next 3-6 months. Trading Buy is generally for
investors who are willing to take on higher risks.

Take profit The stock return previously recommended has gained by >10%

Hold The stock return is expected to be in line with the KLCI benchmark (+/- 5%) over the next 6-12
months.

Sell The stock return is expected to underperform the KLCI benchmark by more than 10% over the
next 6-12 months.

SECTOR

Overweight Industry expected to outperform the KLCI benchmark, weighted by market capitalization, over
the next 6-12 months.
Industry expected to perform in-line with the KLCI benchmark, weighted by market

Neutral R
capitalization, over the next 6-12 months.

Underweight Industry expected to underperform the KLCI benchmark, weighted by market capitalization,
over the next 6-12 months.

Scoring model:
The in-house scoring model is derived from Rakuten Trade Research valuation matrix based on earnings growth, earnings

visibility, business model, valuation, balance sheet, technical analysis, and shareholder value creation. Each parameter is
given a specific weighting.

All buy calls are based on the research team's judgement. Investing is risky and trading is at your own risk. We advise investors to:
read and understand the contents of the disclosure document or any relevant agreement or contract before investing;
understand the risks involved in relation to the product or service;
compare and consider the fees, charges and costs involved; and
make your own risk assessment and seek professional advice, where necessary.

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 within 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 is not
to be taken in substitution for the exercise of judgement by addressees and further shall not be re-distributed to any other third party.
Rakuten Trade Sdn Bhd accepts no liability whatsoever for any direct or consequential loss arising from any use of the contents within or
any solicitations of an offer to buy or sell any securities. Rakuten Trade Sdn Bhd and its associates, their directors, and/or employees may
have positions in, and may affect 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.
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