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Econpile Holdings Berhad   Rating  Fair Value  
Last Price  RM1.09 

As Solid As A Rock  Kenanga Trading Buy RM1.21 
Consensus Buy RM1.37 

By Iqbal Zainal l mdiqbal@kenanga.com.my 
 

INVESTMENT MERIT 

• Share price jumped 102% since IPO. Recall that we issued an IPO note 
on Econpile Holdings Bhd (ECONBHD) last year with a “SUBSCRIBE” 
rating. IPO investors that are still holding on to this stock would have 
enjoyed a gross return of 106.6% over 12 months (including dividends). The 
stock price had jumped by 102% and with 2.5 sen dividend paid out so far, 
which yielded 4.6% based on IPO price of 54 sen. The stellar performance 
was mainly because of ECONBHD’s stronger fundamentals since IPO as: (i) 
the group was able to maintain its orderbook size at RM400.0-RM500.0m, 
and (ii) margins showed improvements, from 6.3% in 3Q14 (IPO) to 11.0% 
in its latest 3Q15 quarterly result.  

• Margin expansion on track. Thus far, the group has kept its promise 
regarding margin improvements. 9M15 net margin of 10.0% was higher than 
that of 9M14’s 7.7%. We understand that the improvement was achieved 
after utilizing the IPO proceeds to invest in new machineries to improve 
efficiency. Total capex spending YTD is RM28.9m. Although there are no 
absolute margin targets, the management mentioned that they would strive 
to improve margins or at least maintain it at the current 10.0% level. This is 
higher than the average construction net margin of about 6.0%. 

• Healthy orderbook of RM567.0m. After securing RM50.0m new jobs 
recently on 17th June 2015, the group’s outstanding orderbook stands at 
RM567.0m. Based on the group’s orderbook life span of 9-18 months, this 
orderbook amount should provide visibility until FY16. 

• Piling industry outlook still bright despite slowdo wn in property 
market. Most of the piling works are from high-rise developments and there 
are concerns of a softer property market (particularly in high-rise 
towers/condos segment), that may not bode well for piling players like 
ECONBHD. However, we think the piling industry’s outlook may not be as 
bad because: (i) the infrastructure construction segment (e.g. railways, 
highways) is still robust, driven by 11MP, (ii) there are plenty of upcoming 
development/re-development projects to be undertaken in the Klang Valley 
that will benefit piling players such as Tradewinds Centre, BBCC, Harrods 
Hotel, Kampung Baru, Bandar Malaysia, Kwasa Damansara.  Hence, it is 
not surprising that the group is tendering for >RM1.0b worth of projects. 
Majority of the tenders currently consists of property development projects 
in the Klang Valley. We like to highlight that most of the group’s clientele are 
big contractors and well-known developers such as: AZRB, Glomac, 
Selangor Dredging, Ecoworld, SP Setia, Symphony Life, IOI, OSK Property, 
i-City and Hap Seng.  

• Going forward,  we estimate the group’s net profit to grow by 47% and 14% 
to RM45.6m and RM51.9m, respectively, in FY15-16E driven by: (i) healthy 
orderbook of >RM500m, (ii) sustainable orderbook replenishment of 
RM400m orderbook every year, and (iii) sustainable 10.0% net margin.  

• TRADING BUY with a Fair Value of RM1.21. The stock is currently trading 
at FY16E PER of 11.2x. At this level, we reckon that ECONBHD is still 
undervalued judging from its strong fundamentals such as: (i) strong 
financials (i.e. net cash position, superior earnings growth and improving 
margins), and (ii) compelling piling industry prospects. Ascribing target 
PER of 12.5x (in line with our target PER for PTARA S), ECONBHD is 
fairly valued at RM1.21. TRADING BUY.   

 

 

Stock Information 
Stock Name ECONPILE HOLDINGS BHD 
CAT Code 5253 
Industry Engineering&Construction 
Industry Sub-sector Building-Heavy Construct 

YTD stock price chg 28.99% 
Market Cap (RM m) 583.15 
Issued shares (m) 535.00 
52-week range (Hi) 1.22 
52-week range (Low) 0.54 
3-mth avg daily vol: 1669163 
Free Float 29% 
Beta  n.a.  
Altman’s Z-score n.a. 
 
Major Shareholders  
The Cheng Eng 34.58% 
Pang Sar 33.27% 
CIMB-Principal Asset 2.47% 

 
Financials  
FYE June (RM’m) 2014A 2015E 2016E 
Revenue 418.7 453.6 516.7 
EBIT 44.6 64.2 73.1 
Net Profit (NP) 31.02  45.6 51.9 
EPS (sen) 5.80 8.52 9.70 
BV/Share (RM) 0.31 0.37 0.44 
PER 18.8 12.8 11.2 
Price/BV (x) 3.5 2.9 2.5 
Net Gearing (x) N.C N.C N.C 
DPS (sen) 0 2.5 3.0 
Dividend Yield (%) 0.0 2.3 2.8 
    
Quarterly Financial Data  1Q15 2Q15 3Q15 
Revenue 106.3  104.7  114.1  
PBT 13.3  14.9  17.1  
Net Profit (NP) 9.5  10.6  12.5  
EPS (sen) 1.78  1.99  2.34  
EPS Growth (QoQ) 24.2% 12.0% 17.5% 
Revenue Growth (QoQ) 6.5% -1.5% 9.0% 
PBT Margin 12.5% 14.2% 15.0% 
    

Peers Comparisons  

PER 
(FY15) 

Div. Yld 
(%) 

Mkt 
Cap 

(RM’m) 
Pintaras 12.2 3.9 631.2 
    
Average 12.2 3.9 631.2 
Econpile 12.7 2.3 583.2 
FBMKLCI 16.3 3.2 1.0T 
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OTHER POINTS 

• Strong 9M15 results.  While ECONBHD’s 9M15 revenue was flat (+2.0% YoY), the group’s 9M15 net profit grew strongly by 32.6% to 
RM32.7m. This is mainly due to the margin expansion following improvement in efficiency. Net margin improved to 10.0% in 9M15 
from 7.7% in 9M14. Quarterly wise, 3Q15 was the strongest quarter ever. 3Q15 revenue increased 9.0% QoQ and 30.3% YoY, 
thanks to growing orderbook and progress billings. Meanwhile, its 3Q15 net profit rose strongly by 17.5% QoQ and 128.0% YoY to 
RM12.5m mainly attributed by the vast improvement in margins.  

Daily Charting –  Econpile Holdings Berhad 

    

 

Comment: ECONBHD has been on an uptrend-bias trajectory 
since Dec-2014. The share price has since consolidated after 
reaching a high of RM1.19 back in May-2015. Near-term outlook 
remained neutral as the underlying strength is currently trading at 
the same level as all its SMAs (which are trending flattish for now). 
All key indicators (MACD, Stochastic and RSI) are also reinforcing 
the sideways trading outlook. Thus, we believe that the 
consolidation phase will persists while we reckon that a fresh 
catalyst is needed to drive the share price further. 

 

About the stock: 
Name : Econpile Holdings Berhad 
Bursa Code : ECONBHD 
CAT Code : 5253 
 
Key Support & Resistance level 
Resistance  : RM1.14 (R1) RM1.19 (R2) RM1.24 (R3) 
Support : RM1.04 (S1) RM1.00 (S2) RM0.93 (S3) 
Outlook :  Neutral 

Source: Kenanga Research 

 
CORPORATE STRUCTURE  BUSINESS OVERVIEW 

 

• Established in 1987, Econpile (ECONBHD) is a leading player in piling 
and foundation services. The group provides a comprehensive range of 
piling solution, such as bored-piles, driven piles, and jack-in piles. The 
foundation services include earth retaining systems, earthworks services 
and substructure and basement construction works. 

• ECONBHD has delivered over RM2.0b worth of piling and foundation 
services for infrastructure and property development projects in Klang 
Valley, Penang, Johor, Pahang, Sabah and Sarawak. 

• Notable completed and on-going projects, to name a few are The Troika 
@ Jalan Binjai, Putrajaya administrative centre, Port Dickson and 
Manjung power plants,  Klang Valley Mass Rapid Transport (MRT) and 
Pavilion shopping centre (Phases 1 and 2).  

• ECONBHD is ISO 9001:2008 accredited for quality management and 
holds a Grade 7 license that allows its participation in tenders for 
projects with unlimited values.  

BUSINESS SEGMENTS 

• Piling and foundation services.  Piling and foundation service is the 
predominant reportable segment of ECONBHD, which accounts for the 
almost entire portion of revenue and pre-tax profits in FY14. 

• Other non-reportable segments include investment holding and 
operations related to rental of investment properties and machinery, 
trading of machinery and related accessories.  
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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. 
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