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Investment Idea
Kelington Group Bhd BUY

Industrial gas player to watch Price: RMO0.84

Target price: RM1.06

By Kenny Yee | Kenny.Yee@rakutentrade.my; Vincent Lau | Vincent.Lau@rakutentrade.my

Kelington Group Bhd (“KGB”) growth trajectory
continues with their industrial gas foray via a 15-
year supply agreement from Petronas to purchase
CO:zgas for their new plant (next to Petronas Gas
Processing Plant) in Kerteh Terengganu. The plant
is expected to start contributing by mid-2019. We
are upgrading our target price to RM1.06 based on
12x PER FY19 FBM Small Cap Index average.

KGB recent results continues to show strong growth

with revenue rising 28% and net profit almost R L
doubling to RM8.6m in 1H2018 vs RM4.4m in 1H2017.  Source: Thomson Reuters

This is supported by their core business division of kLl 1,819.66
Ultra High Purity (“UHP”) gas and process engineering  YTD KLCI change +1.27%
which tend to command better margins. YTD stock price change -2.89%

KGB has secured new projects totalling RM236m to- _Stock Information
date and management is confident it will be better ~Market Cap (RMm) 212.3

than the RM374m secured last year. Outstanding ';‘;ued T(hores (mH) 52263
orderbook of RM252m is expected to benefit from 22 Weekrange (H) '
52-week range (L) 0.600

China’s ambitious plans for self-sufficiency and
Made in China 2025 for semiconductor and fab  Major Shareholders

equipment. Palace Star Sdn Bhd 36.89%
Sun Lead International Ltd 7.84%

KGB'’s next growth catalyst would be their industrial
gas division where they are building a CO: plant next  Summary Earnings Table
to Petronas Gas Processing Plant in Kerteh costingan _ FY Dec (RM'm) 2016A 2017A  2018F  2019F

estimated RM50-60m with production capacity of  Turnover 3433 3133 360.0  440.0
50,000 tonnes per year. It recently completed 10%  EBIT 183 17.9 22.0 30.0
private placement raising RM17.8m to part-finance zg brofit ]80'9] Hg ]2(]5'8 gg'g
the venture. This division started on strong footing 0 ; ; ; )
. . Consensus = - - -
last year with a RM20m 10-year contract for on-site EPS (sen) 40 5.2 6.6 8.8
gas supply to one of the Iarge_st manufacturers of EPS growth (%) i 30% 27% 28%
solar cells and modules in Cyberjaya. DPS (sen) 10 15 17 21
KGB balance sheet remains sound with net cash E\E/F;S(;:z]re (RM) g]é(]) (])G?;Z (])24? ngs
position of RM40m and has 25% dividend policy ROE (%) ]'30 ]'47 ]'59 ]'79
translating to over 2% in dividend yield. In line with Net Div Yield (%) 11 17 19 26

global semiconductor growth and their industrial gas
business expansion plans, earnings are projected to
continue to grow at double digit close to 30% FY18
and FY19.

Sources: Company & Rakuten Trade Research

Technically Speaking
Resistance level RM0.90
Support level RM0.82
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COMPANY Definition

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

Short-term positive development on the stock that could lead to a re-rating in the
Trading Bu share price and translate into an absolute return of 10% over the next 3-6 months.

9 Buy Trading Buy is generally for investors who are willing to take on higher risks.
- - 5

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

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

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

Industry expected to outperform the KLClI benchmark, weighted by market
Overweight capitalization, over the next 6-12 months.

Industry expected to perform in-line with the KLCI benchmark, weighted by market
Neutral capitalization, over the next 6-12 months.
Underweight IndL_Jstr_y ex.pected to underperform the KLCI benchmark, weighted by market

capitalization, over the next 6-12 months.

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 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
this document 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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