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RHB starts coverage of Advancecon, target price at 54 sen

KUALA LUMPUR (April 20): RHB Small Cap ASEAN Research has initiated coverage of
earthworks and civil engineering services provider Advancecon Holdings Bhd (Advcon) with
a "buy” call and sum-of-parts-based target price (TP) of 54 sen offering a 32% upside with
an about 2.5% yield estimated for the financial year ending Dec 31, 2021 (FY21).

In a note today, the research firm said it prefers the stock due to its earnings prospects
for providing earthworks, being a front runner for new development projects, the
company’s higher order book of RM881 million as well as its venture into the growing solar
power segment.

“On these factors and our upbeat outlook, this stock should trade at a higher 13 times P/E
(price-earnings) (+1 standard deviation from the five-year mean),” said RHB analysts
Muhammad Danial Abd Razak and Eddy Do Wey Qing.

The analysts said the management of the company expects the solar power business to
provide a recurring income stream that will complement its core business and civil
engineering unit, adding that the group aims to book at least RM1 million in net profit
from this business.

They further noted that Advcon’s recent win in the Large Scale Solar 4 (LSS4) project had
the potential to boost its net profit by 13% year-on-year (y-o-y) for FY24.

Advcon has a 20% market share in the earthworks provision business, which also
contributes the lion’s share of its revenue, according to the analysts.

“Prospects of new orders are positive, which could add to the 17 projects already ongoing.
Advcon’s toehold in this segment should enable it to be ahead of peers, which may lead
to more new job wins. Its arsenal of equipment (587 units) and in-house maintenance team
also ensure that it remains competitive,” they said.

RHB highlighted that Advcon also emerged as the biggest winner of East Coast Rail Link
(ECRL) contracts in 2020 to 2021, clinching RM185 million in packages scored.

“The new jobs are expected to enhance billings of existing works for the West Coast
Expressway (WCE), which came up to about 42% of unbilled orders as of Dec 31 2020. Key
issues related to WCE land acquisition have been resolved,” the analysts added.

At the time of writing today, Advancecon had risen two sen or 4.94% to 42 sen, giving the
group a market capitalisation of RM174.64 million.
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Solar ops a recurring
income for Advancecon

LSS4 project has potential to boost net profit by 13%
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Advancecon to
gain from solar
energy venture

by AFIQ AZIZ

ADVANCECON Holdings Bhd's venture
into the solar energy business is expected
to provide a recurring income stream that
will complement its core business and civil
engineering unit.

RHB Investment Bank Bhd analysts
Muhammad Danial Abd Razak and Eddy Do
Wey Qing in a note yesterday stated that

_Advancecon’s recent large-scale solar (LSS)

win has the potential to boost net profit by
13% in the financial year 2024 (FY24).

The investment bank has initiated cove-
rage on Advancecon with a ‘Buy’ call and a
sum-of-parts-based target price (TP) of 54
sen, representing a 32% upside and a circa
2.5% FY21 forecast (FY21F) yield.

“We parﬂy derived our TP by peggmg
FY22F earnings per share to 12 times price-
to-earnings ratio. The multiple represents its
five-year mean baseline, which is warranted.

“Its earnings are rebounding to pre-pan-
demic levels, it has a healthy
rate assumption of RM300 million and RM350
million per year for FY21F and FY22F and its
net profit margin is growing,” the report read.

The analysts expect Advancecon to regain
strength and return to optimal machine
utilisation rates of 80%-90% in FY21 driven
by its orderbook growth.

‘Advancecon emerged as the biggest
winner of East Coast Rail Link (ECRL) con-
tracts in 2020-2021F, clinching RM185 million
worth of work packages.

Contract flows from ECRL have started to
show momentum since May 2020, which
resulted in Advancecon clinching a total of
five advance work packages totalling RM185
million. The value forms 21% of the compa-
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for new orders are also positive,
which could add to its 17 projects already
ongoing, the said.

“Advancecon’s toehold in this segment
should enable it to be ahead of peers, which
may lead to more new job wins, Its arsenal
of equipment (587 units) and in house
maintenance team also ensure it remains
competitive,” they noted.

Advancencon allocates a capital expendi-
ture of around RM15 million to RM20 million
each year to expand their equipment size,
which is viewed positively, as this would
help reduce its need for subcontractors.

Downside risks to the outlook on
Advancecon include a failure to secure new
contracts, a prolonged downturn in the
retail and property markets and a longer
than expected delay in the rollout of mega
infrastructure projects.
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“Advancecon share price is undervalued; current share price is attractive”

RUEIRRGEIE S EQEEHE@II)

A20/4/202052014/2021 34?

0.40

0.35

N0EGE  A0EBE  NNENR  NNELRE  NAEE  0FE

i\‘( : !
B#Fft o 5ML ADVANCECON

A © 44,54l (EiZE4R20R8)

SR2H 3 W (202101F45iT)

Akl 12,0748 (2021M F4&1t)

RS W ¢ 2.5% (20210 F&iT)

SL IR S, S TATMEAE (aDveoN, 5281, Iﬁﬁ&ﬁ) ERIE2IEN
{ﬁﬁlﬂ'—m&?aui, BN IZET 136, FEiEaTRMIEA%5]A,

ZT, %maﬁmﬂ#mﬁsuﬁmﬁmmmmﬁmmau;w; AT
20210 S Flzo220f E i BBEATH R E (fiH T R3S EMZ500075 43 )
FsFlgEE (NPy) EFERH,

GATIRF B Al B AR A BRAEZ it R (LSs4) THE ZhRpkshit AF ‘.

AN, FARELS TERAEDTAEmA. ENERMEMNAEE. T82
k8{Z81007 4% (LRI RSILT2000 97 ) « Bt EH KAl B2k ABHAEN
s, ool WHE A KE— 5 1R 3%,

‘ﬁi&ﬁ&?ﬁﬂiﬁﬂﬁ*ﬁ%ﬁ%ﬁ‘“ﬁg ?ﬁiﬂl%??ﬁiﬁﬁﬂﬂﬁn&&)tﬂﬁﬂﬂ |

AT HER

Page 4 of 4



