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Pestech International Bhd 
Target price: RM2 OUTPERFORM 

Pestech's contract flow YTD 2017 

KENANGA RESEARCH (OCT 31): P e s t e c h a n n o u n c e d 
l a s t M o n d a y t h a t i t s w h o l l y - o w n e d s u b s i d i a r y P e s t e c h 
T e c h n o l o g y S d n B h d h a d e n t e r e d i n t o a g r e e m e n t s to ac-
qu i r e t h e e n t i r e 100% e q u i t y i n t e r e s t i n Colas Rail S y s t e m 
E n g i n e e r i n g S d n Bhd (CRSE) for RM10.4 m i l l i o n . CRSE is 
invo lved i n e n g i n e e r i n g , p r o c u r e m e n t a n d c o n s t r u c t i o n 
(EPC) c o n t r a c t s fo r r a i l w a y e l e c t r i c a l a n d m e c h a n i c a l 
p r o j e c t s . T h i s is n o t t h e first t i m e P e s t e c h h a s a c q u i r e d 
a c o m p e t i t o r . 

To r e c a p , P e s t e c h los t i t s b id for t h e MRT2 ra i l e lec-
t r i f i c a t i o n job t o CRSE i n J u l y l a s t year . T h e l a t t e r w a s 
a w a r d e d a RM693 m i l l i o n c o n t r a c t b y M R T C o r p fo r sys-
t e m w o r k p a c k a g e SY205 fo r t h e EPC of p o w e r s u p p l y a n d 
d i s t r i b u t i o n s y s t e m s fo r t h e S u n g a i B u l o h - S e r d a n g - P u -
t r a j a y a Line . As CRSE is t h e c o n t r a c t o w n e r , w e be l ieve 
P e s t e c h is t e c h n i c a l l y t a k i n g over t h e job s i n c e CRSE is 
n o w 100% o w n e d by P e s t e c h . 

•ATE CLIENT CONTRACT SUM (RM MIL) DESCRIPTION DURATION (MONTHS) 

Feb 8 Alex Corp Co Ltd 254.49 230kV Stung Hav to Chamkar Loung 
Transmission Line and 500kV Chamkar 
Loung to Bek Chan Transmission Line 

34 

Apr 6 Alex Corp Co Ltd 440.94 EPC package for 230k V double circuit 
transmission line Stung Tatay Hydro Power 
Plant-Phnom Penh and two 23kV lines bays 
at Stung Tatay HPP switchyard 

36 

Aug 15 Tenaga Nasional 
Bhd 

79.5 EPC for 2x1050 MVA Autotransformers, 
500kV and 275kV switchgears and ancillary 
equipment for PMU 500/275kV Olak Lempit 

18 

Oct 4 NGCP 50.18 EPCC for the Calamba 230kW Substation 18 
SOURCE: BURSA MALAYSIA 

Valuation 
RM MIL RM/ 

SHARE 
% VALUATION 

BASIC 

Project and 
Product 
Businesses 

1,415.7 1.90 95 CY1716 
times PER, 
3-year 
mean 

Cambodia 
BOT 

78 0.10 5 FCFF 
<®7.2% 
discount 
rate 

No of shares (mil) 

1,493.7 

746.4 

2.00 100 

SOP per share RM2 
KENANGA RESEARCH 

M a n y r a i l i n f r a s t r u c t u r e s y s t e m s a r e e x p e c t e d t o 
c o m e u p w i t h i n A s e a n i n t h e f u t u r e . So f a r , o n l y S in -
g a p o r e a n d M a l a y s i a h a v e m a s s t r a n s p o r t s y s t e m s 
w h i l e t h e r e i s n o l o c a l A s e a n r a i l e l e c t r i f i c a t i o n c o m -

p a n y e x c e p t P e s t e c h . As s u c h , w e b e l i e v e t h e p o t e n -
t i a l f r o m t h i s r e g i o n i s h u g e , e s p e c i a l l y i n m e g a c i t i e s 
s u c h a s J a k a r t a a n d B a n g k o k . D o m e s t i c a l l y , t h i s w o u l d 
a l s o b o o s t i t s c h a n c e of g e t t i n g t h e l o n g - a w a i t e d Ge-
m a s - J o h o r B a r u d o u b l e - t r a c k i n g job a n d t h e u p c o m i n g 
K L - S i n g a p o r e H i g h - S p e e d Ra i l a s w e l l a s E a s t C o a s t 
R a i l L i n e p r o j e c t s . 

As w e e x p e c t a m i n i m u m i m p a c t o n FY18E n u m b e r s 
f r o m t h i s a c q u i s i t i o n , w h i c h is a l so w i t h i n o u r r e v e n u e 
a s s u m p t i o n fo r FY19, w e k e e p o u r FY18/FY19 e s t i m a t e s 
u n c h a n g e d fo r n o w . 

W e c o n t i n u e t o l ike t h i s n i c h e u t i l i t i e s i n f r a s t r u c t u r e 
p lay for i t s e a r n i n g s g r o w t h s tory . I n f ac t , i t s v a l u a t i o n is 
n o l o n g e r exces s ive f o l l o w i n g t h e l a c k l u s t r e s h a r e p r i ce 
p e r f o r m a n c e i n t h e p a s t VA y e a r s w h i l e e a r n i n g s m o -
m e n t u m r e m a i n s s t r o n g . 

W i t h t h e e x c i t i n g a c q u i s i t i o n , c o u p l e d w i t h b u s y con-
t r a c t f l ow f r o m C a m b o d i a , w e be l i eve i t is c u r r e n t l y good 
t i m i n g t o look a t t h i s a t t r a c t i v e s tock . W e m a i n t a i n o u r 
" o u t p e r f o r m " r a t i n g w i t h a n u n c h a n g e d t a r g e t p r i ce of 
RM2 p e r s h a r e . 
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