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MARKET PERFORM |

Kelington Group

. Price: RMO0.61
Results below expectations Target Price: RM0.47 |
Period 2Q12/1H12 Share Price Performance
Actual vs. 1H12 earnings of RM2.5m is considered below 1.00
Expectations expectations even though 2H are likely stronger;
accounting for 24% each of street’s and our full o
year estimates of RM10.5m and RM10.3m 060
respectively.
Dividend No dividend announced. 040
Key Result YoY, 2Q12 group’s revenue decreased 34.5% to 020
Highlights RM24.1m due to lower revenue contributions SPAL L NoviLo R Meri Wiz i
from Malaysia, China, Singapore and Vietnam. KLCI 1.646.11
But operations in Taiwan increased by 35.7% to IDILEL Chg [
- YTD stock price chg 35.6%
RM6.8m due to better sales arising from the key
base build project for a touch screen panel .
application. 1H12 earnings were further dragged Stock Information
down by 40.4% due to operating margins Bloomberg Ticker KGRB MK Equity
compression of 2.1ppt to 5.8% on increased 'I\ggﬂ(e%tfthrg'w i) 12;'5
personnel expense and additional cost arising S e (0] 07'3
from the newly acquired subsidiary, Puritec 2 ’
. 52-week range (L) 0.39
Technologies (S) PL. )
QoQ, 2Q12 group’s revenue declined 9.9% to SR @ ekl v 239'3400
RM24.1m while the PBT increased 83.5% to ;Leti fleat 2%/5"
RM1.8m due to margin expansion of 3.9ppt to ’
7.6% on higher-margin projects (e.g. touch Major Shareholders
screen panel application) in the quarter.
Outlook The coming quarters may be challenging due to PALACE STAR 47.2%
global economic uncertainties, which has LEMBAGA TABUNG A 12.6%
adversely affected the earnings visibility of the SKY WALKER GROUP L 12.1%
tech sector. )
As of to-date, the group has secured several new Summary Earnings Table
orders amounting to RM43.3m in 3Q12, which FYEDec (RMm)  2011A 2012E 2013E
has boosted its total order book to RM126m, E;ﬂ%‘fr 1?;"8 13‘2'2 1‘1“1)'2
which was lower than its order book in May 2011 PBT 9:8 8:3 10:5
(RM122m). Hence, we believe that the group Net Profit (NP) 8.7 74 9.4
would have lower earnings for FY12. Core Net Profit
Change to Revised down our FY12-13E NPs by 28.2%- (NP) 8.7 7.4 9.4
Forecasts 21.7% to RM7.4m-RM9.4m. We lowered overall Consensus (NP) - 10.5 12.2
sales volume from wafer fabrication, solar and Earnings Revision - -282% -21.7%
touch screen panel. Core EPS (sen) 5.5 4.6 5.9
Rating Downgrade to UNDERPERFORM Core EPS growth
Since earnings Vvisibility is being affected by (%) 21 2.9 18.2
uncertainties, we downgrade Kelington’s rating to E'?:}SSS;? o g'g (1)5 32
a UNI_DERP_ERFORM rating as its total return s 5 (RM) 11'1 13'2 10'4
gg\t;:;lgdelsbeg\c;vw below 3% after our TP Price/NTA (x) 19 18 16
. . . Gearing (%) -44.6 -64.0 -69.7
Valuation Lower TP of RM0.47 (RMO0.50 previously) based Dividend Yield (%) 6.6 19 24
on unchanged 8x Fwd PER on lowered FY13E EPS
of 5.9sen (refer overleaf).
Risks Fluctuation in foreign currencies.

Cyclical sector.
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Other Points

Valuation method. We opt for 8x Fwd PER which represents +0.75 SD, because of the potentials of the newly acquired
subsidiary (Puritech Technologies (S) PL). Although delivery of from the new subsidiary has not translated to stronger earnings so
far, we believe it will be a double-digit growth driver for the company in coming years.

Result Highlight

2Q 1Q QoQ 1Q YoY 1H 1H YoY
Y/E : Dec (RM’'m) FY12 Fy1i2 Chg FY11 Chg Fy1i2 FY11 Chg
Turnover 24.1 26.7 -9.9% 36.8 -34.5% 50.8 56.2 -9.6%
EBITDA 1.9 1.0 81.8% 3.6 -47.7% 2.9 4.4 -33.9%
PBT 1.8 1.0 83.5% 3.6 -49.4% 2.8 4.4 -36.1%
Taxation 0.1 0.2 -26.5% 0.2 -37.4% 0.3 0.2 38.4%
Net profit 1.7 0.8 109.4% 3.4 -50.2% 2.5 4.2 -40.4%
EPS (sen) 2.1 1.0 109.1% 3.9 -47.1% 3.1 4.8 -36.7%
DPS (sen) 0.0 0.0 0.0 0.0 0.0
EBITDA margin 7.9% 3.9% 9.9% 5.8% 7.9%
Pretax margin 7.6% 3.7% 9.8% 5.5% 7.8%
NP margin 7.0% 3.0% 9.2% 4.9% 7.4%
Effective tax rate 7.6% 19.1% 6.2% 11.7% 5.4%
Net Gearing (x) -0.4 -0.3 -0.5 -0.4 -0.5
NTA/share (RM) 0.3 0.6 0.6 0.3 0.5
Source: Company, Kenanga Research
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Stock Ratings are defined as follows:

Stock Recommendations

OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10% (an approximation to the
5-year annualised Total Return of FBMKLCI of 10.2%).

MARKET PERFORM: A particular stock’s Expected Total Return is WITHIN the range of 3% to 10%.

UNDERPERFORM : A particular stock’s Expected Total Return is LESS than 3% (an approximation to the

12-month Fixed Deposit Rate of 3.15% as a proxy to Risk-Free Rate).

Sector Recommendations***

OVERWEIGHT : A particular stock’s Expected Total Return is MORE than 10% (an approximation to the
5-year annualised Total Return of FBMKLCI of 10.2%).

NEUTRAL : A particular stock’s Expected Total Return is WITHIN the range of 3% to 10%.

UNDERWEIGHT : A particular stock’s Expected Total Return is LESS than 3% (an approximation to the

12-month Fixed Deposit Rate of 3.15% as a proxy to Risk-Free Rate).

***Sector recommendations are defined based on market capitalisation weighted average expected
total return for stocks under our coverage.

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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