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INITIATION

Insert   Insert     

HSS Engineers 
Engineering a recovery play  

■ HSS is a major EPMS beneficiary of a broad-based sector recovery and the 
resumption of domestic infrastructure projects.   

■ Share price offers attractive risk-reward ahead of the 12MP and a revival of 
rail jobs; HSS is a leading EPMS player in Malaysia’s rail space.   

■ Initiate with an Add and RM0.89 TP with job wins in 2HCY21F as catalysts.  
 

Beneficiary of a broad-based sector recovery    
HSS Engineers (HSS) is potentially a major beneficiary of the reactivation of mega 

contracts. The group’s diversified expertise in engineering and project management 

services (EPMS) and its leading industry position among the go-to infrastructure 

consultancy companies put it in a sweet spot to ride the construction sector’s recovery 

cycle, which we expect to take off from 2HCY21F. HSS provides investors direct 

exposure to this theme, backed by its track record in rail public transport 

(roads/highways), ports infra and water infra. HSS is the sole listed EPMS company on 

Bursa Malaysia but its business model is comparable with other regional EPMS players.  

Resumption of infrastructure projects the main angle      
We like HSS’s multi-disciplined EPMS business model as it enables the group to operate 

in various sub-sectors. In our view, this is even more of an advantage as the government 

executes its post-pandemic economic recovery strategies, especially the resumption of 

infrastructure projects. For HSS, this could translate into stronger demand for EPMS and 

a revival in contract tenders, potentially leading to a substantial improvement in order 

book growth prospects. We forecast normalised total job wins of RM150m p.a. in FY21-

23F (FY20: RM27.3m due to Covid-19 and lockdowns).  

Attractive risk-reward; potentially robust contract outlook ahead           
Our expectations of stronger momentum in the rollout of new infra projects for the overall 

sector suggest a robust contract outlook ahead for HSS; the current share price level 

offers attractive risk-reward. Key potential contracts are MRT 3, PSI, KL-JB HSR, port 

infrastructure and water projects. Given HSS’s long standing industry track record, we 

believe the group will be able to tap both the private and public sectors for projects, with 

upside from its strategy to secure new domestic recurring income and overseas jobs.    

Initiate with an Add and RM0.89 TP  
We initiate coverage on HSS Engineers with an Add recommendation. Our target price of 

RM0.89 is pegged to a CY22F target P/E of 27.4x - within the range of -1 s.d. from its 5-

year mean P/E of 44x and comparable to its larger and more established global peers’ 

CY21F P/E range of 22-30x. We feel this is justified in view of the construction sector’s 

turnaround prospects, the potential rollout of new infrastructure projects, HSS’s dominant 

position in the domestic EPMS space, and robust 3-year EPS CAGR of 31.8%. Key 

catalysts: MRT 3 contract win, 12MP rollout and diminishing political overhang. Downside 

risks: project delays, prolonged political flux and extended Covid-19 related lockdowns.    

  
 
 

            

 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 
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Financial Summary Dec-19A Dec-20A Dec-21F Dec-22F Dec-23F

Revenue (RMm) 148.5 170.0 191.6 213.2 238.2

Operating EBITDA (RMm) 17.19 27.78 33.92 39.87 46.92

Net Profit (RMm) 1.18 10.64 16.11 19.97 24.38

Core EPS (RM) 0.002 0.021 0.032 0.040 0.049

Core EPS Growth (93%) 803% 51% 24% 22%

FD Core P/E (x) 248.4 27.5 18.2 14.6 12.0

DPS (RM) -                     -                -                -                -                

Dividend Yield 0% 0% 0% 0% 0%

EV/EBITDA (x) 18.78 11.20 9.10 7.74 6.57

P/FCFE (x) 161.5 35.0 19.8 11.1 10.2

Net Gearing 15.0% 9.2% 8.7% 8.4% 8.5%

P/BV (x) 1.37 1.30 1.37 1.34 1.36

ROE 0.6% 4.8% 7.4% 9.3% 11.2%

% Change In Core EPS Estimates   

CGS-CIMB/Consensus EPS (x)   1.05 1.06 1.17
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Engineering a recovery play     

Investment thesis     

A proxy for construction sector’s recovery   

We believe the demand for engineering and project management services 

(EPMS) companies in the post-Covid-19 recovery phase will pick up. This will be 

underpinned by 1) the government and private sector restarting infrastructure 

plans, 2) the economic need to induce development spending via high 

impact/high multiplier projects, and 3) reactivation/review of legacy projects with 

new models and cost structure.  

We believe HSS is in the sweet spot to benefit from this theme. This, in our view, 

is supported by:  

 The group’s long standing experience in the EPMS industry, having 

extensively participated in major infrastructure projects in the past. 

 Strong track record in government projects while private sector-led projects 

provide new opportunities.  

 Ability to operate in various construction sub-sectors given the group’s 

niche/expertise in engineering design, construction supervision and project 

management. 

 
 

Figure 1: HSS: diversified expertise and past EPMS track record in various project types      

 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

 

 

Reactiviation of projects the main angle    

HSS’s improved longer-term outlook ties in with our view that the reactivation of 

infrastructure projects could kick off in 2HCY21 as the sector’s medium-to-

longer-term plans will be laid out in the upcoming Budget 2022 in 4QCY21F and 

the pending tabling of the 12th Malaysia Plan (12MP). We believe HSS will 

emerge as one of the first and bigger beneficiaries of the revival in the demand 

for EPMS over the 12MP period (2021-2025). The group’s focus areas in terms 

of projects that are likely to feature in the 12MP could provide upside to tender 

book value and tender success rate, which we think could exceed 50% in FY21F.  

Building & Township

•Urban infrastructure

•Industrial building
•Building structure

•Drainage & irrigation

•Geotechnical & foundations

Railway & Transit

• Heavy rail

• Transit system
• Transportation planning

• Geotechnical &foundations

Highway & Transportation

•Highways

•Roads
•Bridges

•Tunnels
• Transportation planning 

•Geotechnical foundations

Port
•Land reclamation

•Container terminal
•Stacking yard

•Berths & jetty terminal
•Geotechnical & foundation

Property •Township Planning

•Township Development
•Geotechnical & foundatins

Power & Water 

•Power generation

•power distribution

•Water resources

•Water supply
•Dams & reservoirs

•Sewerage
•Geotechnical & foundations
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Upside risks to tender book prospects in 2HCY21F could come from the 

following projects:  

 Public transportation: KVMRT 3 (Circle Line), JB-Singapore Rail Transit 

System (RTS), and Sarawak Metro (urban rail).  

Note: For 2HCY21F, we are more upbeat on MRT 3 as the potential 

addressable tender scopes relevant to HSS could be sizeable (as the group 

has participated in numerous rail projects in the past). MRT 3 is shaping up 

to be an accelerated anchor project with targeted tenders in Aug and 

commencement of preliminary works in 2022. HSS’s integrated building 

information management (BIM) capabilities could benefit from MRT 3’s focus 

on the adoption of cost optimisation construction methods.  

 Roads/highways: Private sector-driven PJ DE link highway and various 

other highway proposals.  

 Ports: West Ports phase 2 (expansion of container terminals). 

 Water infra: Sungai Perak Water Transfer Scheme (SPWTS), Johor water 

supply upgrade, Langkawi water supply, and Sarawak water grid study.     

 
 

Figure 2: HSS’s focus areas under the 12MP    

 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

 

 

HSS a major player in the rail space; post-Covid-19 earnings 
recovery is underway    

In spite of the disruptions from Covid-19 and various restrictions on the 

construction sector in 2020, the group’s end-May outstanding order book of 

RM574m - including the sizeable RM144.9m project management contract for 

Pan Borneo Highway (PBH) Sabah secured in 1 Apr 2021, should provide good 

earnings visibility, with an implied order book-revenue cover of 3.4x. We forecast 

a 3-year EPS CAGR of 31.8%. This is to be supported by a large proportion of 

higher margin (gross margin of above c.30%, higher than pure contractors) 

EPMS work and rail projects; these make up c.50% of its order book over the 

next 3 years (excluding potential new rail contracts).    

  

HSSE's focus areas

under the 12MP

Public transportation Roads / highways Ports Water infra

- MRT 3 (Circle Line) - PJ DE Link highway (34.3km) - Westport phase 2 - Sungai Perak Water Transfer Scheme (SPWTS)

- JB-Singapore RTS - Various highway proposals - additional 8 container terminals - Johor water supply upgrade 

- Sarawak Metro (rail) - technical studies completed - Langkawi water supply

- Bayan Lepas LRT - PTMP - Sarawak water grid study 
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Figure 3: Breakdown of RM574m outstanding order book by 

operating segments (End-May)    

Figure 4: Breakdown of RM574m outstanding order book by type 

of projects  (End-May) 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

  

 
 

Figure 5: Detailed breakdown of end-May outstanding order book of RM574m 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

 

34%

55%

10%

1%

Engineering design Construction supervision Project management BIM services

50%

14%

17%

19%

Rail Highway Water Infra and others

Rail projects Category/job scope RM m

MRT SSP Line (MRT 2) Project management 174.7

East Coast Rail Link (ECRL) Feasibility, scheme design, supervision 143.8

Iskandar BRT (IMBRT) Engineering design & supervision 71.3

MRT SSP Line (MRT 2) Engineering design & supervision 201.1

Total 590.9

Highway projects Category/job scope RM m

Pan Borneo Highway (PBH) Sabah - phase 1 Project management 144.9

West Coast Expressway (WCE) Engineering design & supervision 81.5

Sg. Besi-Ulu Kelang Expressway (SUKE) Engineering design & supervision 50.9

Maju Expressway ext. to KLIA Engineering design & supervision 17.8

Pan Borneo Highway Engineering design & supervision 11.9

Central Spine Road - package 3 Engineering design & supervision 49.2

East Klang Valley Expressway (EKVE) Engineering design  4.1

Total 360.3

Water projects Category/job scope RM m

Water distribution system upgrade (Iskandar) Engineering design & supervision 5.1

Upgrage of Lubuk Buntar Lama WTP (Kedah) Engineering design  3.2

Langat 2 Water Supple Scheme Engineering design & supervision 91.3

Upgrade of Pelubung WTP Engineering design & supervision 17.7

Langat Sentralised STP Engineering design & supervision 14.2

Sewerage network package D43 (Batu, Jinjang, Kepong) Engineering design & supervision 12.6

Raw water supply to Layang-Layang Engineering design & supervision 5.5

Submarine pipeline (Butterworth - Penang Island) Engineering design & supervision 4.0

Total 153.6

Infrastructure Category/job scope RM m

Kwasa Damansara Township Development Project management 17.3

NCIA DMO for all development projects 16.6

Bridge crossing (Sg. Pulai) Engineering design & supervision 11.7

Total 45.6

Others Category/job scope RM m

Ship-to-ship hub in Johor Conceptual master planning 11.8

Total 11.8

Grand total (based on original project values) 1,162.2

Total unbilled /outstanding at end-May 574.0

FY20 revenue (RM m) 170.0

Order book-revenue cover (x) 3.4
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Upcycle phase for job replenishment outlook      

Steady state RM150m wins p.a. at 50% success rate   

We consider our RM150m assumed contract wins p.a. in FY21-23F as 

reasonable, based on an average 50% success rate. We expect major projects 

to be implemented in stages under the construction sector’s new normal given 

the government’s limited ability to directly fund anchor projects. Our RM150m 

job win assumption for FY21F is a large yoy leap from FY20’s RM27m (value of 

jobs wins plunged 84% yoy due to delays caused by the Covid-19 pandemic).   

 
 

Figure 6: HSS' value of contract wins p.a. and our forecasts for FY21-23F  

 
   SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY DATA, ANNUAL REPORT 

 

 

 

HSS a beneficiary of broader-based sector recovery      

Laying down the recovery themes in 2HCY21F   

The resumption of feasibility/design stages and contract bidding processes in 

the overall sector is a positive leading indicator of a potential recovery in job 

flows, which we expect to kick off in 2HCY21F. Based on our recent channel 

checks with industry players and our assessment of sector developments YTD, 

the expected pick-up in sector activities will focus on four recovery themes:  

 All projects under Budget 2021, which were delayed due to MCO 2.0: 

RM37bn in total value of projects (RM15bn direct allocation for public 

transport; Figures 7 & 8).    

 The First Rolling Plan (FRP) of the 12th Malaysia Plan (12MP, 2021-2025), 

for key subsectors mainly 1) public transport, 2) road/highways, 3) new 

economic growth areas, 4) water infrastructure, and 5) healthcare 

infrastructure.  

 Reactivation of high economic multiplier projects via a blend of private 

finance initiative (PFI) models and direct government funding. Main anchor 

projects: 1) Klang Valley Mass Rapid Transit 3 (MRT3, RM20-30bn), 2) KL-

JB High Speed Rail (HSR, potentially RM20bn in revised cost) – still in the 

feasibility study stage, and 3) Penang South Islands (PSI, RM5bn).  

 Resumption of legacy projects with revised implementation models and 

project size/value. Key project: East Coast Rail Link (ECRL) 3.0’s higher 

revised total cost of RM50bn due to the reinstatement of the original 

alignment for Section C.            
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Figure 7: Breakdown of key Budget 2021 allocation for construction  

 
   SOURCES: CGS-CIMB RESEARCH, BUDGET 2021 TEXT  

 

 
 

Figure 8: Highlighted projects and allocation under Budget 2021  

 
   SOURCES: CGS-CIMB RESEARCH, BUDGET 2021 TEXT 

 

 

Total % of

(RM m) total

Public transport infrastructure projects 15,000.0 40%

Water and electricity infra, roads, medical facilities and education (Sabah & Sarawak) 9,600.0 26%

Various building, housing and rural projects 4,086.0 11%

New infrastructure projects 3,800.0 10%

Small and medium scale projects for G1 to G4 contractors 2,500.0 7%

Rural road network (920km) 1,300.0 4%

Projects in various development regions 780.0 2%

Total 37,066.0 100%

Value New 

(RM m) Details/comments project?

Public transport infrastructure projects: 15,000.0 Direct government funding for ongoing rail projects 

i) Pan Borneo Highway (PBH) - Sabah and Sarawak Likely to focus on outstanding packages of PBH Sabah No

ii) Gemas-JB Electrified Rail Double Tracking (ERDT) 60% completed; completion in Oct 2022 No

iii) Klang Valley Double Tracking (KVDT) project - phase 1 Completion delayed from Jul 2020 to early 2021 No

iv) JB-Singapore Rail Transit System (RTS) Cost revised to RM3.2bn; bilateral agreements revived in end-Jul 2020 Yes

v) Klang Valley MRT 3 (KVMRT3) Under review; original cost of RM45bn Yes

Water and electricity infra, roads, medical facilities and education 9,600.0

i) State of Sabah (RM5.1bn) No details Mixed

ii) State of Sarawak (RM4.5bn) No details Mixed 

New infrastructure projects 3,800.0 Some are likely rolled over from Budget 2020

i) 3rd Klang Bridge in Selangor No details Yes

ii) New packages for Central Spine Road - Kelantan and Pahang No details Yes

iii) Upgrade of Sungai Marang bridge in Terengganu No details Yes

iv)  Upgrade of federal roads linking Gerik in Perak and Kulim in Kedah No details Yes

v) Phase 3 of infrastructure upgrades in Pulau Indah in Klang No details Yes

vi) Pan Borneo Highway Sabah (Serusop-Pituru package) One of the outstanding packages Yes

vii) Cameron Highlands by-pass road No details Yes

Small and medium scale projects for G1 to G4 contractors 2,500.0 Possibly rolled over from Budget 2020

i) Upgrade of federal roads (additional allocation) (RM200m) No details Yes

ii) People's Housing Project (PPR) upgrade works  (RM50m) No details Yes

Rural road network (920km) 1,300.0 Traditionally part of annual budget allocations Mixed

Projects in various development regions 780.0

i) Bus Rapid Transit (BRT) at high capacity ares and busways within IRDA Part of RM2.6bn Iskandar BRT project in Iskandar, Johor Yes

ii) Palekbang to Kota Bharu bridge under the (ECER) No details Yes

iii) Infra components for  Special Growth Zone in Yan and Baling (Kedah) No details Yes

iv)  Infra components at Samalaju industrial area in Sarawak (SCORE) No details Yes

v) Ongoing expansion of Sapangar Bay Container Port in Sabah under the SDC RM1.3bn total cost approved in 2020 Yes

Others

Upgrade of school infrastructure with poor conditions 725.0 Traditionally part of annual budget allocations Mixed

Rural water supply (4,800 homes) 632.0 Likely concentrated in peninsula Malaysia Mixed

People's Housing Project (14k units) 500.0 Noticeably higher allocation in Budget 2021 Yes

Housing for armed forces (1k unit) 500.0 Traditionally part of annual budget allocations Yes

Building and upgrade of homes for the needy  (Home Assistance Programme) 355.0 Traditionally part of annual budget allocations Mixed

"Rumah Mesra Rakyat" - housing (3k units) 315.0 Noticeably higher allocation in Budget 2021 Yes

PPA1M housing project 310.0 Noticeably higher allocation in Budget 2021 Yes

Rural electricity supply (1,100 homes) 250.0 Likely concentrated in peninsula Malaysia Mixed

Raw water supply project: Sungai Kesang and Tasik Biru to Jus dam in Melaka 150.0 Noticeably lower allocation for water infra in Budget 2021 Yes

Maintenance and repair of low-cost houses 125.0 Traditionally part of annual budget allocations Mixed

Installation of new lights in village areas 121.0 Was not detailed in previous Budget 2020 Yes

Building and upgrade of sport complexes 103.0 Traditionally part of annual budget allocations Mixed

Total 37,066.0
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HSS’s FY21F tender success rate could exceed 50%   

HSS’s RM280m value of contracts in tender (at end-1QFY21) is deemed as 

sizeable for a company of its size. This is more so if we consider the slowdown 

in contract rollout over the past 12 months. We believe the group has a fair 

chance of more robust order replenishment in FY21F and would not discount a 

success rate that is higher than the group’s target of 50%. Recently, HSS 

announced that it secured a RM144.9m contract for a project management role 

for the Pan Borneo Highway (PBH) Sabah.    
 

Figure 9: Projects included in HSS's RM280m tender book at end-1QFY21  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Extensive list of tenders in the pipeline; upside from mega 
projects under the 12MP   

The company’s current tender book list is already extensive and includes a vast 

array of EPMS expertise, covering public transport, a rail project in Sarawak, 

airport rail, hydro power facilities, and various water infra initiatives.  

 

How HSS’s contract outlook differs from pure contractors’:  

 The demand for EPMS players comes in 1) at the advanced stages of 

contract implementation, typically at the planning and design stage for either 

government or private sector clients; for HSS, its niche area is government 

contracts but we see growing potential for participation in future Private 

Finance Initiative (PFI) or hybrid financing projects, and 2) over the progress 

of a contract, including monitoring roles.     

 For EPMS players, the value of addressable tenders comes up to 2-5% of 

total overall project cost, which, for HSS, covers its three niche expertise 

areas, i.e. engineering design, construction supervision and project 

management.  

 In certain contracts in the past, mainly rail, HSS was appointed as an 

Independent Checking Engineer (ICE) acting on behalf of the government 

(typically higher value and, to an extent, higher margins).        

 

  

Projects  RM m

Proposed PMO Services for AI Park, Technology Park Malaysia na

Scheme Design Consultant for Kuching Urban Transportation (KUT), Sarawak na

Supervising Consultant Services for Johor-Singapore Rail Transit System (RTS) na

Chennai Metro phase 3 na

Marang Bridge na

Muda River water scheme phase 4A (114 MLD) na

Construction of a new dam at Rantau Panjang, Seberang Perai na

Owner's Engineer for Ramunia project - scheduled waste-to-energy (SWTE) na

Flood mitigation programme at Sungai Kuyuh na

Owner's Engineer services for a Small Hydro plant in Selangor (5.1 MW) na

Water demand, source, and supply studies in Kedah na

Feasibility studies for integrated water resources and flood mitigation in Kota Belud na

Total 280
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Figure 10: PMO services tender  Figure 11: Urban transport tender   Figure 12: Monorail tender   

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 
   

Figure 13: Water infra tender   Figure 14: Water infra tender   Figure 15: WTP tender   

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 
   

Figure 16: Hydro plant tender   Figure 17: SWTE tender   Figure 18: Water supply upgrade tender   

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Figure 19: Hydro scheme tender   Figure 20: Water supply scheme tender   Figure 21: Water infra tender   

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 

 

Timely M&A move in 2017      

Full-fledged EPMS player with expertise in the water sector   

We are longer-term positive on HSS’s acquisition of SMHB Engineering Sdn 

Bhd in 2017 (formerly known as Syed Muhammad, Hooi and Binnie Sdn Bhd). 

We view this as a strategic expansion into the water sector (SMHB is the largest 

EPMS player in the water space with over 50 years of industry experience). The 

deal valued SMHB at RM270m with an implied acquisition P/E of 10.8x. The 

acquisition was funded via bank borrowings (RM81m), a private placement and 

rights issue (RM81m), and issuance of new HSS shares at RM1.14/share 

(RM108m).  
 

Figure 22: HSS’s group structure including the acquisition of SMHB in 2017     

 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

 

 

Strengthening its expertise and expanding its EPMS scale into the water sector 

was a timely move and enabled the group to capture the backlog of water capex 

spending. Domestic water sector infra spending has been a big laggard 

compared to other construction subsegments due to funding, politics and 

challenges in implementing a water tariff setting mechanism (TSM). We believe 

this, coupled with recurring water supply and water quality issues nationwide, 

signals that water infrastructure spending could play catch-up.  
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Figure 23: Total water expenditure required as estimated by SPAN, PAAB in 2019 (pre-Covid-19)  

 
   SOURCES: CGS-CIMB RESEARCH, PRSS REPORTS 

SPAN: NATIONAL WATER SERVICES COMMISSION  

PAAB: PENGURUSAN ASSET AIR BERHAD 

 

   

SMHB’s strong track record   

SMHB had more than 50 years of expertise in the water sector across treatment 

works, distribution, dams, flood mitigation, irrigation and environmental services. 

SMHB had taken the lead role in various pivotal water sector projects locally, 

including the development of Sungai Selangor Phases 1, 2 and 3, the Pahang-

Selangor raw water transfer project, strategic planning for water distribution 

within Selangor and Kuala Lumpur, the design of water treatment works for 

Sungai Selangor Supply Scheme Phase 3, the Melaka River Rehabilitation and 

Beautification Project and the design of numerous dams in Malaysia.      

 
 

Figure 24: Simplified water infrastructure value chain      

 

SOURCES: CGS-CIMB RESEARCH, HSS   

 

 

Minimal overseas presence but with growth potential       

Selectively expanding its overseas exposure   

HSS will be selective in expanding its overseas revenue base given the vast 

growth opportunities domestically. The historical proportion (FY16-FY20) of 

overseas contribution to group revenue was in the range of 1-2%, with India 

being its largest market, followed by Indonesia, the Middle East and Brunei.  

Total capex

Earlier initiatives according to SPAN (2019) Focus areas (RM m)

Nationwide water resource and supply systems Water supply systems and new sources of water (Dams, off-river storage, new WTPs) 53,900

Replacement of old AC pipes Overall 43,980km of old asbestos cement (AC) pipes installed since 60 years ago 23,100

Total long-term water capex required 77,000

Other initiatives reported in 2019 Focus areas

Selangor water infrastructure Improve overall water services over a 30-year period from 2019 30,000

Nationwide non-revenue water (NRW) Reducing nationwide NRW from 37% in 2015, to 25% in 2020, and 15% in 2030 13,000

Total long-term water capex required 43,000
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Figure 25: Breakdown of domestic-overseas revenue 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

However, as we expect regional infrastructure spending to be on an uptrend 

following the disruptions caused by Covid-19, we believe HSS will take the 

opportunity to expand its footprint abroad. As a broad strategy, HSS is looking at 

playing a supporting role to Japanese consultants involved in infrastructure 

projects in Asia. To this end, the group has been engaging with leading 

Japanese consultants to establish potential partnerships on a project-by-project 

basis. As an example, HSS has started work in the Philippines with a Japanese 

partner – Oriental Consultants Global – undertaking construction supervision 

services for a rail extension project.     

 

 

Figure 26: Macro view of the Philippines’s infrastructure plans as at end-2019 

 
   SOURCES: CGS-CIMB RESEARCH, HSS 

 

 

Revenue 

(RM m) FY16 FY17 FY18 FY19 FY20

Domestic 136.1 143.8 188.7 147.5 168.9

Overseas 2.9 1.9 1.0 1.0 1.1

Total 139.0 145.7 189.7 148.5 170.0

% of total FY16 FY17 FY18 FY19 FY20

Domestic 97.9% 98.7% 99.5% 99.3% 99.4%

Overseas 2.1% 1.3% 0.5% 0.7% 0.6%

Total 100.0% 100.0% 100.0% 100.0% 100.0%
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Figure 27: Macro view of India’s infrastructure plans as at end-2019 

 
   SOURCES: CGS-CIMB RESEARCH, HSS, UNCTAD, GOI 

 

 

 

Positive longer-term spin-off in Indonesia’s new capital city in 
Kalimantan   

In August 2019, Indonesia’s President Joko Widodo announced that the country 

would move its capital from Jakarta (on the Java Island) to East Kalimantan at 

an estimated cost of US$32.5bn with earmarked total land area of 180k ha. 

According to the plan, a public-private partnership (PPP) scheme will account for 

54.6% of the funding to construct the new city while a second private scheme 

will contribute 26.2%; the state budget will cover the balance. In terms of 

timeline, the first phase relocation is targeted to commence in 2024. Since end-

2019 and due to Covid-19, no major infrastructure works have commenced on 

the greenfield land. We take a longer-term view on the potential EPMS overseas 

spin-off for HSS relating to the infrastructure developments in neighboring state 

of Sarawak.  
 

Figure 28: Plans to relocate Indonesia’s capital city to East Kalimantan  

 
   SOURCES: CGS-CIMB RESEARCH, BENARNEWS.ORG  
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Financials       

Revenue mix comprised of three main EPMS segments     
 

Our FY21-23F revenue for HSS reflects the sector’s recovery outlook, driven by 

improved billings (end-May outstanding order book of RM574m @ a healthy 3.4x 

revenue-cover ratio), and a recovery in job replenishment prospects. Our 

revenue growth forecasts of 12-13% yoy in FY21-23F assume RM150m in 

contract wins p.a. at a 50% success rate, based on our annual tender book 

projection of RM300m.     

HSS revenue composition comprises three main EPMS segments: 

 Engineering design - 42% of FY20 group net profit  

 Construction supervision - 40% of FY20 group net profit 

 Project management – 12.6% of FY20 group net profit    

 Building information modelling (BIM) services and reimbursable income 

make up the balance 5.1%.     
 

  

Figure 29: Revenue recovery from FY20  Figure 30: Revenue mix as at end-FY20  

  

SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

  
 
 

 

Figure 31: HSS: Key ongoing projects as at end-1QFY21 providing revenue visibility  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

 

  

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

0.0

50.0

100.0

150.0

200.0

250.0

300.0

FY16 FY17 FY18 FY19 FY20 FY21F FY22F FY23F

Revenue (RM m) - LHS Growth yoy (%) - RHS

FY21-23F: Steady revenue growth
supported by improved  billings and 
recovery in job prospects 

42.0%

40.3%

12.6%

1.0%

4.1%

Engineering design Construction supervision Project management

BIM services Reimbursable income

Key ongoing projects Status and prospects

East Coast Rail Link (ECRL) - Final stages of preliminary design of Section A (Kota Bharu-Dungun, 210km) 

- Undertaking detailed design and construction supervision 

- Working on the railway scheme design for Section C (Mentakab-Port Klang)

- Awarded the "Excellent Consultant for the ECRL for the year 2020"

Iskandar Malaysia Bus Rapid Transit (IMBRT) - Secured RM71.3m contract in Dec 2019

- Completion of detailed design targeted in 2Q21

Water projects in Selangor - Appointed by the Selangor state government to conduct pollution studies

- Owner's engineer for Sungai Rasau WTP and water supply scheme (RM3m contract)

- Preparing tender documents for Jerneh dam in Melaka 

North-South Commuter Railway Extension (Philippines) - Commenced construction supervision services 

(with Japanese Partner: Oriental Consultants Global)

Pan Borneo Highway (Sabah) - Project Management Consultant (PMC) - Secured on 1 Apr 21; RM144.9m contract to be recognised from 2QFY21F onwards 
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Double-digit gross margins are on the uptrend   
 

Due to its services-based business model that typically undertakes contracts at 

the earlier stages of design, supervisory roles during construction, and overall 

project management and consultancy during implementation, EPMS players 

command better margins compared to the 6-9% average pretax margin for 

domestic contractors. Cost of sales make up about 67% of total revenue. For 

HSS, manpower costs make up the largest portion, ranging from 57% to 63% of 

cost of sales as at end-FY20. The rest of the costs are mainly for sub-

consultancy works. HSS has a total workforce of 1,000 employees as at end-

FY20.  

 

Key trends and assumptions: 

 HSS’s historical pre-Covid-19 average gross profit (GP) margin trends for its 

three core segments ranged between 35% and 38%.  

 The average GP margin slipped to average 25% during the construction 

downturn period in FY19 and commendably recovered to 31% in FY20.  

 Due to the expectation of a reactivation of mega contracts from FY21F 

onwards, we have assumed stronger GP margins of 32-34% across all three 

core EPMS segments.  

 We expect the contribution from construction supervision and engineering 

design to be the main gross profit contributor in FY21-23F as we see 

stronger demand for these services on the back of the implementation of 

new large scale projects.  

 We also factor in a steady, albeit stretched over the longer term, yoy rise in 

gross profit contributions from the project management segment as turnkey-

based projects progress into completion.    

 We do not expect the historically high project management gross margins of 

>50% to recur in forecast years (given the government’s and private sector’s 

likely more prudent project costing approach). Nevertheless, we believe this 

segment will remain HSS’s highest margin contributor.      

 
 
 
 

  

Figure 32: We forecast higher demand for EPMS expertise to 

drive gross profit recovery of three core segments   

Figure 33: We forecast GP margin levels across three EPMS 

segments to improve in FY21-21F  

  

SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   

  

 

  

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

FY16 FY17 FY18 FY19 FY20 FY21F FY22F FY23F

Engineering design (RM m) Construction supervision (RM m)

Project Management (RM m)

Rollout of new large scale projects from FY21F to support 
the demand for engineering design and construction supervision 

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

FY16 FY17 FY18 FY19 FY20 FY21F FY22F FY23F

Engineering design Construction supervision

Project Management



 

 Construction │ Malaysia 

 

 HSS Engineers │ June 8, 2021 
 

 

 

 

15 
 

FY20 as a base recovery year; forecasting 3-year EPS CAGR 
31.8%   
 

FY20’s financial performance positioned the group on a recovery track with an 

almost ten-fold yoy increase in net profit from RM1.2m in FY19 to RM10.6m in 

FY20; all divisions similarly reported improvements. We believe the worst in 

terms of the negative impact of the overall construction sector’s downturn 

(review/deferment/cancellation of contracts) was largely reflected in FY19’s 93% 

yoy slump in core net profit. We expect the recovery in HSS’s operating 

environment to be sustainable from FY20 and is reflected in our:  

 3-year EPS CAGR of 31.8% in FY21-23F (higher net margins of 6.3-9.4% vs. 

pre-Covid-19 level of 0.8% in FY19 and 6.3% in FY20).   

 Higher productivity level for ongoing contracts backed by end-May’s  

RM574m outstanding order book and RM150m assumed contract wins p.a.  

 
 

Figure 34: Net profit forecasts and assumptions    

 

SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   

 

 
 

Figure 35: Du Pont analysis  

 
   SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS 

 

 

Prudent balance sheet management; comfortable headroom 
for business expansion   
 

Following the strategic acquisition of SMHB Engineering in FY17, which 

transformed the group into a full-fledged EPMS player with added expertise in 

the water infra space, the group remains on the lookout for potential 

JV/partnerships, particularly in businesses that could provide recurring income. 

In spite of industry challenges in the past 3 years, HSS has been able to 

maintain prudent balance sheet management with sequential declines in net 

gearing from 0.17x in FY18 to 0.15x in FY19 and to 0.09x in FY20. At this level, 

the group has sufficient headroom to take on new capex for business expansion, 

domestic/regional EPMS partnerships or equity stakes in operations and 

0.0%
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 25.0

FY16 FY17 FY18 FY19 FY20 FY21F FY22F FY23F

Net profit (RM m) - LHS Net profit margin (%) -RHS

FY19: Sector downturn period; 
post-elections  in 2018 

FY20: Covid-19 disruptions 
mitigated by recovery in billings 

in 2HFY20  and new contracts 

FY21-23F: EPS CAGR of 25.3%
reflects post-Covid recovery, 
improving margins and RM150m
job wins p.a. 

FY18 FY19 FY21F FY22F FY23F

Net margin 8.4% 0.8% 6.3% 8.4% 9.4%

Asset Turnover 0.72                         0.41              0.48                 0.53                 0.59                 

Financial Leverage 1.74                         1.69              1.62                 1.65                 1.68                 

Interest Burden 1.05                         0.39              0.83                 0.89                 0.90                 

ROE 10.9% 0.6% 4.8% 7.4% 9.3%

FY18 excluded RM119.4m goodwill 
impairment from the acquisition of 
SMHB.  
 
143% yoy surge in value of new 
contracts in FY19 despite the 
change in government in 2018. 
 
Forecasting a steady recovery in 
core net profit (3-year forward 
CAGR of 31.8%).   
 
Normalisation of sector activities in 
FY21-23F; 6.3-9.4% net profit 
margin similar to pre-Covid-19 
levels 
 



 

 Construction │ Malaysia 

 

 HSS Engineers │ June 8, 2021 
 

 

 

 

16 
 

maintenance (O&M) or concession ventures (as per the group’s longer-term 

expansion plans).  

Separately, on dividends, HSS has not been paying dividends since the sector’s 

downturn period in FY18. Prior to FY18, it paid 0.63 sen in FY16 and 0.79 sen in 

FY17 (translating into dividend payout ratios of 13% and 18%; it has no formal 

dividend payout policy). We forecast zero dividends in FY21-23F.   

 
 

Figure 36: Low net gearing in FY20 with headroom for future expansion  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

   

SWOT analysis        

Operating environment becoming more favourable   

In terms of sector risks, we believe the operating environment for EPMS players 

will gradually shift from the politically/election-triggered contract downcycle 

periods in FY18-19 and Covid-19 disruptions in FY20 to a more gradual 

recovery cycle as the government focuses on getting its economy back on its 

feet. This should bode well for HSS and enable the group to reposition itself in 

potential new recovery contracts, which we expect to be underpinned by the 12th 

Malaysia Plan (12MP, 2021-2025).    

Political uncertainties and potential change in government   

As the government’s political situation remains in a state of flux, YTD, continuity 

in sector recovery policies and post-Covid-19 economic recovery plans is a 

concern given what transpired in 2018’s general elections (GE) and the various 

changes in government since then. However, we believe things will be different 

this time around as the current government may expedite the rollout of high 

impact projects; as a case in point, the government recently announced that the 

RM20-30bn KVMRT 3 (Circle Line) project will be given top priority in 2HFY21.     
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Figure 37: SWOT analysis  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

HSS is backed by experience and track record   

In terms of operational strengths, we like HSS for its ability to operate in various 

construction sub-sectors given its long standing industry experience in EPMS 

and strong track record in major government projects. Various opportunities in 

the pipeline include: 1) Post-Covid-19 projects, 2) potentially higher-value EPMS 

contracts (KVMRT 3, KL-JB High Speed Rail (HSR, which is still undergoing 

feasibility studies), 3) emergence of private sector-driven projects (PTMP, 

highways), 4) new recurring income ventures (highways and water concessions), 

and 5) overseas contracts via strategic partnerships. Selected EPMS 

contracts/scopes secured from large-scale projects in the past are as per below:  
 

Figure 38: Track record: Selected notable projects secured since 2008 based on original contract values  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

    

  

Strengths Opportunities

- Long standing experience in EPMS - Post-Covid 19 construction recovery cycle (12MP)

- Strong track record in major government projects - Potential higher-value EPMS contracts (MRT 3, KL-JB HR)

- Ability to tap into various construction sub-sectors  - Private sector-driven projects (PTMP, highways)

- Scaled-up expertise in water infra via SMHB acquisition - Overseas contracts via strategic partnerships (Japan)

- Higher-margin services vs construction contracts - New recurring income ventures (highway & water concessions)

Weaknesses Threats

- EPMS contracts account for 2-5% of total project value - Political transition may lead to project delays/reviews

- Order book is cyclical in nature - Private/public sector funding may affect contract rollout

- Implementation of large-scale water infra capex has been delayed - Emergence of new EPMS players (low risk)

- Unsuccessful in its tender for LSS4@Mentari (solar)

- Departure of CEO may raise corporate governance risks (resolved)

EPMS: Engineering and Project Management Services

SMHB: SMHB Engineering acquired in 2017 

12MP: 12th Malaysia Plan (12MP)

PTMP: Penang Transport Masterplan 

LSS: Large Scale Solar 

Value

Year Projects (RM m) Contract type

2008 LRT Ampang Line extension 184.2 Light Rail Transit (LRT)

2010 Maju Expressway extension to KLIA 17.8 Tolled highway 

2011 MRT SBK Line (MRT 1) 100.5 Mass Rapid Transit (MRT) 

2011 West Coast Expressway (WCE) 80.6 Tolled highway 

2010 Westports - land reclamation (wharf & yard) 43.6 Ports

2012 Sungai Besi-Ulu Kelang Expressway (SUKE) 50.9 Tolled highway 

2015 MRT SSP Line (MRT 2) 196.7 Mass Rapid Transit (MRT) 

2017 East Coast Rail Link (ECRL) 126.9 Passenger and freight rail system 

2017 KL-Singapore HSR (RDC05) - reference design 17.6 High Speed Rail, HSR (cancelled post-GE14 in 2018)

2017 Tun Razak Exchange (TRX) external roads 19.0 Excess roads 

2019 Iskandar Bus Rapid Transit (BRT) 71.3 non-rail public transport: Bus system

2019 Langat 2 Water Supply Scheme - phase 1 30.6 Water infra (Water treatment plant)

2019 Delivery management office for NCIA 16.6 Economic growth region in northern peninsula Malaysia

2019 Ship-to-ship hub project at Johor Bahru waters 15.8 Marine/port

2019 Pan Borneo Highway (Sabah) - preliminary 12.0 Highway - preliminary design

2021 Pan Borneo Highway (Sabah) - Project Management Consultant (PMC) 144.9 Highway - project management role 

Total 1,129.0  
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KVMRT 3: New opportunities to expand BIM services    

In terms of opportunities to expand existing EPMS expertise, we believe the 

RM20bn-30bn KVMRT project could provide a platform to scale up HSS’s BIM 

segment; it has been a minimal contributor to group revenue at less than 5% 

(end-FY20). The implementation of the KVMRT 3 project utilising a new model 

that emphasises construction technologies, including BIM, bode well for existing 

EPMS companies and contractors with integrated BIM capabilities. This is a 

potential added positive to HSS’s contract outlook.      

BIM is the process of designing a building or facility using an intelligent system 

of 3D modelling and computer simulation. Simulation of a building or 

infrastructure generated by BIM system can identify design issues and 

construction errors before construction works start. For the client, this ultimately 

leads to 20-25% cost savings and reduced time on project delivery. BIM can be 

implemented throughout the life cycle of a building or facility from the planning 

and design phase to construction, management and maintenance.  

 
 

Figure 39: Potential MRT 3 alignment and station locations   

 
   SOURCES: CGS-CIMB RESEARCH, THE STAR, MRT CORP 
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Valuation and recommendation       

Initiate with an Add and RM0.89 TP    

We initiate coverage on HSS Engineers with an Add recommendation. Our 

target price of RM0.89 is pegged to a CY22F target P/E of 27.4x - broadly within 

the range of -1 s.d. from its 5-year mean P/E of 44x and comparable to its larger 

and more established global peers’ CY21F P/E range of 22-30x (Jacobs 

Engineering, AECOM and WSP Global Inc.) We believe this is justified in view of 

the construction sector turnaround prospects, the potential rollout of new 

infrastructure projects and HSS’s dominant position in the domestic EPMS 

space. Our EPS and TP calculations assume no dilution from the outstanding 

47.8m warrants (5 years, expiring 15 Mar 2023). At a strike price of RM1.70, the 

warrants are out of the money.  

Our sensitivity analysis of its target price range implies: 1) a lower-range 37% 

potential upside; based on the average 24.9x CY21F P/E of larger global peers, 

2) a 51% potential upside; based on our TP of RM0.89; pegged to a base-case 

27.4x target P/E, and 3) 65-92% potential upside based on an applied target P/E 

range of 30-35x, reflective of a contract upcycle phase as seen in 2018.      
 

Figure 40: Sensitivity analysis of target price: Base-case CY22F target P/E of 27.4x 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

SELECTED GLOBAL PEERS AVERAGE CY21F P/E OF 24.9x: JACOBS ENGINEERING, AECOM &  WSP GLOBAL INC  

 

 

Potential catalysts in 2HCY21F goes beyond contract 
newsflow   

Sector outlook wise, we believe it will only be a matter of time before investors 

turn more upbeat on the construction sector’s upcycle phase and they may look 

past current political flux/uncertainties, zoning in on the potential pre-election 

angle following the targeted lifting of political emergency in Aug. In all likelihood, 

we expect construction newsflow to make a comeback in 2HCY21F, which 

should be positive and lift sentiment on construction stocks with bigger exposure 

to new public transport/rail projects. HSS currently trades at -1 s.d. from its 5-

year mean P/E multiple of 44x and -1 s.d. from its 5-year mean P/BV multiple of 

2x.  

 

Premium to global Target Target price Upside

peers' average of 24.9x P/E (x) (RM/share) (%) Notes

0% 24.9 0.81 37%

10% 27.4 0.89 51% Base-case end-CY21F target price

20% 29.9 0.97 65%

30% 32.4 1.05 78%

40% 34.9 1.13 92%

50% 37.4 1.21 106%

60% 39.8 1.29 119%

70% 42.3 1.38 133% Upper range: close to 5-year mean P/E

80% 44.8 1.46 147%
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Figure 41: 1-year forward PE Figure 42: 1-year forward P/BV 

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 

Potential re-rating catalysts:    

 Stronger momentum in positive construction sector newsflow ahead of 

Budget 2022 (4QCY21F) and the tabling of the 12MP.  

 Progress of MRT 3 and more visibility in EPMS contract tenders from Aug 

and clarity in the implementation plans for each of the 5 major civil works 

scopes.  

 Implementation of water projects, starting with the RM2.3bn Rasau water 

treatment plant (WTP) in the state of Selangor.  

 New tender opportunities for the Penang South Island (PSI) project and 

Bayan Lepas LRT.  

 Progress of the alternative KL-JB High Speed Rail (HSR) project (currently 

in feasibility stage).  

 Potential lifting of political emergency in Aug, potentially paving the way for a 

pre-election-driven period for contract rollout.   

 Potential new domestic M&A/partnership opportunities to expand recurring 

income base via new concessions.     

 

 

 
 

Figure 43: Peer comparison     

 

SOURCES: CGS-CIMB RESEARCH ESTIMATES, BLOOMBERG, COMPANY REPORTS 

Note: All estimates for Not rated companies are based on Bloomberg consensus estimates 

DATA AS AT 4 JUN 2021     
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 Bloomberg  Price   TP  Mkt Cap  P/E P/BV

Company Ticker (Local curr)Rec.(Local curr)  (US$) CY20 CY21F CY22F CY20 CY21F CY22F CY20 CY21F CY22F CY20 CY21F CY22F CY20 CY21F CY22F

Jacobs Engineering J US 143.40    NR NA 18,672.9    25.2 22.1 19.2 3.2 2.9 2.6 19.4 17.1 15.1 0.5 0.8 0.7 9.7 13.6 14.5

AECOM ACM US 64.70      NR NA 9,471.6      27.9 22.5 18.9 3.2 3.4 3.2 15.3 13.9 14.4 0.0 0.0 0.0 -0.9 13.5 16.7

WSP Global Inc. WSP CN 136.26    NR NA 13,215.7    44.2 30.3 26.8 3.8 3.4 3.1 16.2 13.5 12.2 1.1 1.1 1.1 7.4 10.8 11.4

Monadelphous MND AU 10.28      NR NA 754.3        26.8 16.7 15.3 2.5 2.4 2.3 10.5 7.7 7.2 3.6 4.9 5.4 12.4 15.5 15.5

Worley Ltd WOR AU 12.29      NR NA 4,977.7      29.4 16.4 16.5 1.1 1.1 1.1 10.8 10.6 9.1 4.1 3.7 4.1 3.1 4.4 5.9

Sinoma Intl Engin-A 600970 CH 9.71        NR NA 2,638.1      14.9 10.4 8.7 1.6 1.4 1.2 9.2 6.7 6.1 2.4 3.5 3.9 10.8 14.5 14.5

Engineers India Ltd ENGR IN 88.20      NR NA 765.1        15.3 13.2 11.0 2.3 2.1 2.0 8.2 7.2 5.7 4.6 4.2 4.6 15.5 16.9 18.7

UEM Edgenta Bhd UEME MK 1.71        NR NA 344.5        106.9 13.4 10.1 0.9 0.9 0.9 10.2 6.2 4.9 4.7 5.5 10.1 0.8 6.4 9.4

HSS Engineers Bhd HSS MK 0.59        Add 0.97        70.9          26.8 19.0 15.5 1.3 1.2 1.2 10.9 9.3 8.3 0.0 0.8 1.2 4.9 6.4 7.0

Sector average 5,656.8 35.3 18.2 15.8 2.2 2.1 2.0 12.3 10.3 9.2 2.3 2.7 3.5 7.1 11.3 12.6

EV/EBITDA Dividend yield (%) ROE (%)
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Risks  

Sector-based risks   

This refers to the likely recurrence of 2018’s post-General Election 14 (GE14) 

contract downturn period, which resulted to cancellation, review and deferment 

of new mega contracts including MRT 3 and the KL-Singapore High Speed Rail 

(HSR) – due to the change in government (see share price trends in Figure 44). 

Ongoing large-scale rail contracts were also subjected to cost rationalization and 

changes to project structure. This had affected the East Coast Rail Link (ECRL) 

and MRT 2 (SSP Line) projects. While we acknowledge that investors’ sentiment 

on the overall construction sector remains subdued on account of the re-

imposition of more restrictive SOPs under the ongoing Movement Control Order 

(MCO) 3.0 (1-14 June) and the state of political emergency (slated to be lifted in 

Aug) which could delay the rollout of new projects, we take a more optimistic 

view of the sector’s post-Covid 19 recovery strategies in 2HCY21F. Sector-

based risks should be mitigated by the reactivation of legacy contracts, which is 

likely to kick-off with the rollout the MRT 3 (Circle Line) project. This should pave 

way for the sector’s long-overdue recovery upcycle.  

Earnings risks from MCO 3.0   

Negative earnings impact from the re-imposition of the Movement Control Order 

(MCO) 3.0; (1 June to 14 June – phase 1) directly relates to stricter construction 

site operating procedures which would, to some degree, negatively impact 

progress billings and the building material supply chain. A key concern is on the 

potential prolongation of stricter operating standard operating procedures (SOPs) 

under MCO 3.0 beyond the 14-day period (phase 1) should the number of 

Covid-19 new daily cases remains high. According to the government’s plans, if 

the first phase of the lockdown succeeds in reducing the number of daily Covid-

19 cases, the government will then initiate phase two of the lockdown, where it 

will allow the reopening of some economic sectors that do not involve large 

gatherings of people and where it is possible to observe social distancing.  

Phase two of the lockdown will be implemented for a period of four weeks after 

the end of phase one. In our view, the potential earnings impact of the ongoing 

MCO 3.0 is unlikely to be as severe as it did in 2020 (MCO 1 and 2), during the 

imposition of temporary stop work order. During MCO 3.0 phase 1, critical public 

infrastructure contracts are allowed to proceed but limited to 60% workforce 

capacity.  

Leadership continuity – amicably resolved   

Recall in 27 Oct 2020, the group announced on Bursa Malaysia a four-week 

suspension of the then Group Chief Executive Officer (GCEO) cum Executive 

Director (ED) Dato’ Ir. Nitchiananthan A/L Balasubramaniam, in order to facilitate 

an independent investigation pertaining to an alleged misconduct – but not 

related to any breach of fiduciary duties. This was a negative surprise at the time 

and sparked concerns over potential corporate governance and leadership 

continuity.  

Subsequently, we gathered that issues and allegations were amicably resolved 

while the Board had decided to discontinue the investigations which “did not 

conclusively determined the alleged misconducts”. On 23 Nov, a Mutual 

Separation Agreement (MSA) was signed between HSS Engineers and Dato’ Ir. 

Nitchiananthan A/L Balasubramaniam, whom voluntarily resigned from all 

positions. Tan Sri Ir. Kunasingam A/L V.Sittampalam, the Group’s Executive 

Vice Chairman (see details in Figure 48), has since assumed the role of acting 

GCEO. During the group’s post-1QFY21 results conference call recently, it was 

clarified that there are plans to appoint a new GCEO, though this process 

remains ongoing and new developments will be disclosed in due course.  
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Figure 44: HSS’s share price chart since IPO in 2016 

 
   SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
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APPENDIX      

Company background   

HSS Engineers is not a typical contractor. It business model is primarily 

services- and expertise-driven while its addressable market originates at the 

proposal and feasibility phase of any construction project. Its core revenue 

structure is based on three main types of consultancy services (engineering 

design, construction supervision, and project management), typical of any 

engineering consultancy company globally.   

 Engineering design: Engineering design work is carried out prior to the 
commencement of the construction phase and involves the planning and 
design of the entire project, which may cover concept and detailed design, 
specification and procurement documentation for the project. The group 
recognises revenue for services rendered under engineering design over 
time by reference to the stage of completion of the services at the reporting 
date. The stage of completion is determined based on the proportion of 
cumulative staff time cost utilised over the allocated budgeted costs for the 
services to be rendered. Billing is rendered based on the milestones 
stipulated in the contract and payment terms are generally within 30 days to 
90 days. 

 Construction supervision: Construction supervision is conducted 

throughout the construction phase, with emphasis placed on compliance to 

approved drawings and specifications as well as with relevant laws and 

guidelines. It is to also ensure works remain within the project schedule and 

budget. Revenue from construction supervision during the construction 

phase is recognised over time based on the cumulative staff time incurred 

and billed at the contracted rate monthly upon agreement by the customers. 

Payment terms are generally within 30 days to 90 days.  

 Project Management/consultancy: The group recognises revenue for 

services rendered in respect of project management over time on the same 

basis as for construction supervision, as described above under engineering 

services. Billing for time incurred by the management team on the project is 

rendered monthly at the contracted rate upon agreement by the customers. 

Payment terms are generally within 30 days to 90 days. 

 Building Information Modelling (BIM): Revenue from the provision of BIM 

services on specific projects is recognised over time by reference to their 

stage of completion, which is determined based on the proportion of 

cumulative staff time cost utilised over the allocated budgeted costs for the 

services. Billing is rendered based on the milestones stipulated in the 

contract and payment terms are generally within 30 days to 90 days.   

 

The company was listed in Aug 2016 (IPO price of 50 sen) on the Ace Market. 

The IPO raised RM32m, for which 75% was earmarked for business expansion. 

The group has a total workforce of more than 1,000 staff as at end-FY20, of 

which more than half are engineers of various disciplines. With a combined 

experience of more than 80 years, the group possess long standing experience 

in a wide array of sectors, including urban infrastructure, transportation planning, 

roads and highways, railways and metro systems, water resources and supply, 

waste management, building and structures and power generation. 

As one of the leading and by far the largest listed engineering consultancy group 

in Malaysia, the group is/has been involved in many notable large scale projects, 

including Iskandar Bus Rapid Transit, Northern Corridor Economic Region, MRT 

1 & 2, Maju Expressway 2, West Coast Expressway, SUKE Expressway, 

Pahang – Selangor Raw Water Transfer, Development of Sungai Selangor 

Phase 1, 2  and 3 , Sarawak Water Grid Study, Layang 2 and East Coast Rail 

Link (ECRL). 
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Major shareholders   

Co-founder, Executive vice Chairman and now the acting GCEO Tan Sri Ir. 

Kunasingam A/L V.Sittampalam directly holds a 21.8% majority stake in HSS 

Engineers while Flamingo Works Sdn Bhd holds a 20.6% stake. The third 

largest shareholding is Datuk Ir Teo Chok Boo (Executive Director, appointed to 

the Board on 15 May 2018) with a 10.2% stake. Going down the list, Norges 

Bank holds a 5% stake while former GCEO, Dato’ Ir. Nitchiananthan A/L 

Balasubramaniam holds 1.6% stake in the company. HSS Engineers does not 

have any substantial institutional holdings as at end-Apr 2021.    

 
 

Figure 45: HSS’s group structure including the acquisition of SMHB in 2017     

 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

 

 

Selected EPMS companies operating in Malaysia   
 

Figure 46: Major players in the domestic EPMS market (2016-2020) 

 
   SOURCES: CGS-CIMB RESEARCH, HSS ENGINEERING PROSPECTUS 2016 

 

 

 

  

Company (Sdn Bhd) Description Focus areas

AECOM Perunding : Malaysian operations of AECOM, U.S. : Rail, bridge, urban river rehabilitation, ports, marine

Arup Jururunding : Malaysian operations of Arup, U.K. : Commercial/iconic buildlings, transportation, marine

CH2M Hill Malaysia : Malaysia operations of CH2M Hill, U.S. : Transportation, water, enironment, energy

EDP Consulting Group : Malaysian origin : Land reclamation, high-rise, highways

HEB Group : Subsidiary of HSS Engineers : Large scale highway, roads, rail, airports, ports

K.L Consult Associates : Malaysian origin : Railway, property, infrastructure

KTA Tenaga : Malaysian origin : Infrastructure, residential, commercial

Meinhardt (Malaysia) : Malaysian operations of Meinhardt Group, Aus. : Buildings, aviation, marine

Minconsult : Malaysian origin : Railway, power plant, water supply, townships

Mott MacDonald (Malaysia) : Malaysia operations of Mott MacDonald, U.K. : Railway, highways, townships, iconic structures

Perunding ZKR : Malaysian origin : Civil and structural engineering 

Ranhill Bersekutu & Ranhill Consulting : Subsidiary of Ranhill Utilities Berhad : Water, environmental, transportation, port, township

Sepakat Setia Perunding : Malaysian origin : Ports, water & sewerage treatment plants, dredging

SMEC (Malaysia) : Malaysian operations of SMEC, Aus. : Large scale hydro, rail, tunnel, stormwater infra

SMHB : Malaysian origin : Water supply, treatment works, dams

Zaidun-Leeng : Malaysian origin : Highways bridges, public infrastructure
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Comparison of projects undertaken by selected EPMS 
companies  

 

Figure 47: Track record of selected EPMS companies 

 
   SOURCES: CGS-CIMB RESEARCH, HSS ENGINEERS PROSPECTUS 2016 

 

 

  

AECOM Perunding - Klang Valley MRT Ranhill Bersekutu/ - Medini Iskandar Malaysia

- Rawang-Ipoh electrified rial double track Ranhill Perunding - Electrified double tracking 

- Express Rail Link (ERL) KLIA - LRT system Kelana Jaya

- KL Monorail - KLIA and KLIA 2

- Second Penang Bridge - North-South Expressway (NSE)

- Ampang KL Elevated Highway - Senai-Desaru Expressway 

- Seri Bakti Bridge Putrajaya - Ampang-KL elevated highway extension

- New Pantai Expressway (NPE) - South Klang Valley Expressway (SKVE)

- MRR II highway package 11 - New Deep Water Terminal (NDWT) Kuantan Port

- Duta Ulu Kelang Expressway (Duke) - Muar Bypass

- Pasir Gudang Highway - Malaysia-Singapore second link

- Cyberjaya dual carriageway - Petronas Twin Tower

- New Klang Valley Expressway (NKVE) - Suria KLCC Shopping Complex

- Lebuhraya Damansara-Puchong (LDP)

Mott MacDonald - Stormwater Management and Road Tunnel (SMART) SMEC Malaysia - Railway network development in SCORE

- Kelana Jaya LRT line extension - Temporary rail track; Ipoh to Padang Besar

- KL Monorail fleet expansion - Kesas highway road  links

- KV MRT Blue line (SBK line) - NSE interchange in Johor

Sepakat Setia Perunding - Sg. Besi-Ulu Kelang elevated highway bridges HSS Engineers - MRT line 1 (SBK line)

- Penang second bridge crossing - MRT line 2 (SSP line)

- East West link Expressway - West Coast Expressway (WCE)

- Eastern Dispersal Link (EDL) Johor - Sg. Besi-Ulu Kelang Expressway (Suke)

- Kajang-Seremban highway - Maju Expressway

- Cheras-Kajang Highway - Kwasa Damansara Township

- Gemas-JB rail double tracking - Reclamation, wharf and yard for Westports

- Seremban-Gemas rail double tracking - East coast rail upgrade 

- Putrajaya LRT tunnel - Integrated townships

- Urban roads and undersea tunnel Penang

- Petronas RAPID 
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Management profile   
 

Figure 48: Board and management profile at end-2020     

 

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

 

 

 
 

 

Name Designation Age Profile 

Dato Mohd Zakhir Siddiqy Bin Sidek Independent non-executive Chairman 54 - Appointed to the Board on 17 April 2015

- Graduated from Kings College, University of London, UK with a Bachelor of Law in 1989

- A member of the Malaysian Institute of Accountants (MIA)

- 31 years of working experience and has been involved in various industries

- Held senior positions in various public and private companies

- Alos a non-independent non-executive Chairman of Scomi Energy Services Berhad

Tan Sri Ir. Kunasingam A/L V. Sittampalam Executive Vice Chairman 68 - Co-founder and Executive Vice Chairman / Acting Group CEO /  major shareholder 

Acting Group Chief Executive Officer (GCEO) - Bachelor of Engineering from the University of Sheffield, UK (1977), Masters in Engineering (1979)

- Fellow with the Institution of Engineers and a Professional Engineer with the Board of Engineers

- Association of Consulting Engineers, Malaysia, Chartered Institution of Highways and Transportation, UK 

- Over 40 years of experience within the engineering and project management services market

- Also an Independent non-executive Director of Perak Corporation Berhad

Datuk Ir Teo Chok Boo Executive Director 67 - Appointed to the Board on 15 May 2018 

- Director of SMHB Engineering Sdn Bhd and SMHB Environmental Sdn Bhd

- Degree in Civil Engineering (University of Aston, Birmingham, UK) in 1978  

- Masters in Engineering - Asian Institute of Technology, Bangkok (1981)

- Professional Engineer with the Board of Engineers, Malaysia

- Registered as a Qualified Person with Suruhanjaya Perkhidmatan Air Negara (SPAN)

- a Fellow of the Institution of Engineers Malaysia; a member of the Malaysian Water Association (MWA)

- 42 years of experience in various sectors of engineering, particularly in dams and water-related projects

- Managing Director of SMHB Sdn Bhd 

- Project director for several mega water supply projects in Malaysia

- Oversees high profile projects such as MRT 1 and 2 

Ng Kuan Yee Group Chief Financial Officer (GCFO) 50 - Director of HSS Engineering Sdn Bhd and HEB Energy Sdn Bhd

- Fellow member of the Association of Chartered Certified Accountants (ACCA)

- Member of the Malaysian Institute of Accountants (MIA)

- Member of the Malaysian Institute of Certified Public Accountants (MICPA)

- Over 26 years of experience in accounting and finance functions

- Experienced in M&A, finance shared service integration, corporate restructuring & risk management 

Anandanayagam A/L Sharvanandan General Manager of Corporate Communication 47 - Oversees corporate communication, investor relations and business development

- Director of HSS Engineering Sdn Bhd, BIM Global Ventures Sdn Bhd and HEB Energy Sdn Bhd

- Bachelor of Engineering (Hons.) in Civil Engineering- Loughborough University, UK (1996)

- Over 20 years of experience in the engineering field; Malaysia, Sri Lanka and Middle East
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BY THE NUMBERS 
 
 

 

  

  

 

 

  

 

 

 
SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS  
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Profit & Loss 

(RMm) Dec-19A Dec-20A Dec-21F Dec-22F Dec-23F

Total Net Revenues 148.5 170.0 191.6 213.2 238.2

Gross Profit 39.2 48.7 57.5 66.1 76.2

Operating EBITDA 17.2 27.8 33.9 39.9 46.9

Depreciation And Amortisation (8.9) (8.0) (9.0) (9.6) (10.2)

Operating EBIT 8.3 19.8 24.9 30.3 36.7

Financial Income/(Expense) (5.8) (4.0) (4.5) (5.0) (5.6)

Pretax Income/(Loss) from Assoc. 0.4 0.4 0.5 0.5 0.6

Non-Operating Income/(Expense) 0.4 0.2 1.3 1.5 1.7

Profit Before Tax (pre-EI) 3.2 16.4 22.2 27.3 33.3

Exceptional Items

Pre-tax Profit 3.2 16.4 22.2 27.3 33.3

Taxation (2.1) (5.8) (6.1) (7.3) (8.9)

Exceptional Income - post-tax

Profit After Tax 1.2 10.6 16.1 20.0 24.4

Minority Interests 0.0 0.0 0.0 0.0 0.0

Preferred Dividends 0.0 0.0 0.0 0.0 0.0

FX Gain/(Loss) - post tax 0.0 0.0 0.0 0.0 0.0

Other Adjustments - post-tax 0.0 0.0 0.0 0.0 0.0

Net Profit 1.2 10.6 16.1 20.0 24.4

Recurring Net Profit 1.2 10.6 16.1 20.0 24.4

Fully Diluted Recurring Net Profit 1.2 10.6 16.1 20.0 24.4

Cash Flow 

(RMm) Dec-19A Dec-20A Dec-21F Dec-22F Dec-23F

EBITDA 17.19 27.78 33.92 39.87 46.92

Cash Flow from Invt. & Assoc.

Change In Working Capital 3.78 (4.17) (11.52) (7.84) (9.68)

(Incr)/Decr in Total Provisions

Other Non-Cash (Income)/Expense 0.00 0.00 0.00 0.00 0.00

Other Operating Cashflow (1.13) 5.20 2.03 3.62 2.82

Net Interest (Paid)/Received (5.82) (3.98) (4.49) (4.99) (5.58)

Tax Paid (2.06) (5.79) (6.13) (7.29) (8.95)

Cashflow From Operations 11.95 19.03 13.81 23.35 25.54

Capex (0.34) (0.68) (0.51) (0.60) (0.55)

Disposals Of FAs/subsidiaries 0.00 0.00 0.00 0.00 0.00

Acq. Of Subsidiaries/investments 0.00 0.00 0.00 0.00 0.00

Other Investing Cashflow 1.40 0.99 1.20 1.09 1.14

Cash Flow From Investing 1.06 0.31 0.69 0.50 0.59

Debt Raised/(repaid) (11.20) (10.99) 0.25 2.55 2.66

Proceeds From Issue Of Shares 0.00 0.00 0.00 0.00 0.00

Shares Repurchased 0.00 0.00 0.00 0.00 0.00

Dividends Paid 0.00 0.00 0.00 0.00 0.00

Preferred Dividends 0.00 0.00 0.00 0.00 0.00

Other Financing Cashflow (14.09) (8.77) (12.23) (23.75) (26.02)

Cash Flow From Financing (25.29) (19.76) (11.98) (21.20) (23.36)

Total Cash Generated (12.28) (0.42) 2.52 2.65 2.78

Free Cashflow To Equity 1.81 8.35 14.75 26.40 28.80

Free Cashflow To Firm 20.23 24.30 20.09 30.07 33.08

Revenue forecasts reflects recovery in 
billings and new  tender outlook under 
the 12th Malaysia Plan (12MP)  

Operating cashflow  supported by 
higher-margin EPMS services 
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BY THE NUMBERS… cont’d 
 
 

 

 

  

 

 

  

 

 

 
SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS  

 
 

Balance Sheet 

(RMm) Dec-19A Dec-20A Dec-21F Dec-22F Dec-23F

Total Cash And Equivalents 50.0 50.4 52.9 55.5 58.3

Total Debtors 44.1 41.6 41.9 46.6 52.1

Inventories 0.0 0.0 0.0 0.0 0.0

Total Other Current Assets 70.0 90.3 79.0 84.6 81.8

Total Current Assets 164.1 182.3 173.8 186.8 192.2

Fixed Assets 4.7 3.9 4.1 4.2 4.4

Total Investments 1.9 2.3 2.4 2.5 2.6

Intangible Assets 171.7 168.1 168.1 168.1 168.1

Total Other Non-Current Assets 3.5 7.7 7.7 7.7 7.7

Total Non-current Assets 181.8 182.1 182.3 182.5 182.8

Short-term Debt 28.4 25.3 25.6 25.8 26.1

Current Portion of Long-Term Debt 0.0 0.0 0.0 0.0 0.0

Total Creditors 27.4 41.4 47.0 52.3 58.4

Other Current Liabilities 11.3 12.4 9.6 9.8 9.7

Total Current Liabilities 67.1 79.1 82.1 87.9 94.2

Total Long-term Debt 53.7 45.8 45.8 48.1 50.5

Hybrid Debt - Debt Component 0.0 0.0 0.0 0.0 0.0

Total Other Non-Current Liabilities 8.9 13.5 13.3 13.4 13.3

Total Non-current Liabilities 62.6 59.3 59.1 61.5 63.9

Total Provisions 2.1 1.3 1.7 1.5 1.6

Total Liabilities 131.8 139.7 142.9 150.9 159.6

Shareholders' Equity 214.1 224.7 213.2 218.4 215.4

Minority Interests

Total Equity 214.1 224.7 213.2 218.4 215.4

Key Ratios

Dec-19A Dec-20A Dec-21F Dec-22F Dec-23F

Revenue Growth (21.7%) 14.5% 12.7% 11.3% 11.7%

Operating EBITDA Growth N/A 61.6% 22.1% 17.5% 17.7%

Operating EBITDA Margin 11.6% 16.3% 17.7% 18.7% 19.7%

Net Cash Per Share (RM) (0.065) (0.042) (0.037) (0.037) (0.037)

BVPS (RM) 0.43 0.45 0.43 0.44 0.43

Gross Interest Cover 1.15 3.99 4.46 4.87 5.28

Effective Tax Rate 63.6% 35.3% 27.6% 26.7% 26.8%

Net Dividend Payout Ratio NA NA NA NA NA

Accounts Receivables Days 139.0 85.7 73.1 69.3 69.2

Inventory Days -                      -                 -                 -                 -                 

Accounts Payables Days 78.22 80.22 96.04 98.04 99.28

ROIC (%) 2.4% 5.7% 7.2% 9.2% 10.9%

ROCE (%) 3.2% 7.0% 8.9% 10.9% 13.0%

Return On Average Assets 1.52% 3.83% 5.39% 6.53% 7.66%

Key Drivers

Dec-19A Dec-20A Dec-21F Dec-22F Dec-23F

Revenue growth (%) -21.7% 14.5% 12.7% 11.3% 11.7%

Rising EBITDA  margins reflective of 
rising demand for higher-margin 
EPMS contracts  

Forecasting stable  debt levels and 
not imputing potential new  funding for 
expansion into new  businesses 
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CGS-CIMB does not accept any obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant, (ii) ensure that 
the content of this report constitutes all the information a prospective investor may require, (iii) ensure the adequacy, accuracy, completeness, 
reliability or fairness of any views, opinions and information, and accordingly, CGS-CIMB, its affiliates and related persons including China Galaxy 
International Financial Holdings Limited (“CGIFHL”) and CIMB Group Sdn. Bhd. (“CIMBG”) and their respective related corporations (and their 
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences 
(including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. In 
particular, CGS-CIMB disclaims all responsibility and liability for the views and opinions set out in this report.  

Unless otherwise specified, this report is based upon sources which CGS-CIMB considers to be reasonable. Such sources will, unless otherwise 
specified, for market data, be market data and prices available from the main stock exchange or market where the relevant security is listed, or, 
where appropriate, any other market. Information on the accounts and business of company(ies) will generally be based on published statements of 
the company(ies), information disseminated by regulatory information services, other publicly available information and information resulting from our 
research. 

Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of 
opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the 
document in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past 
performance is not a reliable indicator of future performance. The value of investments may go down as well as up and those investing may, 
depending on the investments in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of 
CGS-CIMB or any of its affiliates (including CGIFHL, CIMBG and their respective related corporations) to any person to buy or sell any investments.  

CGS-CIMB, its affiliates and related corporations (including CGIFHL, CIMBG and their respective related corporations) and/or their respective 
directors, associates, connected parties and/or employees may own or have positions in securities of the company(ies) covered in this research 
report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. 
Further, CGS-CIMB, its affiliates and their respective related corporations (including CGIFHL, CIMBG and their respective related corporations) do 
and seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or have assumed an 
underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also 
perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well 
as solicit such investment, advisory or other services from any entity mentioned in this report. 

CGS-CIMB or its affiliates (including CGIFHL, CIMBG and their respective related corporations) may enter into an agreement with the company(ies) 
covered in this report relating to the production of research reports. CGS-CIMB may disclose the contents of this report to the company(ies) covered 
by it and may have amended the contents of this report following such disclosure. 

The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his or her 
personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and 
autonomously. No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations(s) or view(s) in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation, 
incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular 
company. Information barriers and other arrangements may be established where necessary to prevent conflicts of interests arising. However, the 
analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of 
his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation of the 
businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things, 
may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

Reports relating to a specific geographical area are produced by the corresponding CGS-CIMB entity as listed in the table below. The term “CGS-
CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in 
every other case except as otherwise stated herein, CGS-CIMB Securities International Pte. Ltd. and its affiliates, subsidiaries and related 
corporations. 
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Country CGS-CIMB Entity Regulated by 

Hong Kong CGS-CIMB Securities (Hong Kong) Limited Securities and Futures Commission Hong Kong 

India CGS-CIMB Securities (India) Private Limited  Securities and Exchange Board of India (SEBI) 

Indonesia PT CGS-CIMB Sekuritas Indonesia  Financial Services Authority of Indonesia 

Malaysia CGS-CIMB Securities Sdn. Bhd. Securities Commission Malaysia 

Singapore CGS-CIMB Research Pte. Ltd.  Monetary Authority of Singapore 

South Korea CGS-CIMB Securities (Hong Kong) Limited, Korea Branch  Financial Services Commission and Financial Supervisory Service 

Thailand CGS-CIMB Securities (Thailand) Co. Ltd.  Securities and Exchange Commission Thailand 
  
 

Other Significant Financial Interests: 

(i)  As of May 31, 2021 CGS-CIMB has a proprietary position in the securities (which may include but not be limited to shares, warrants, call warrants 
and/or any other derivatives) in the following company or companies covered or recommended in this report:  

(a)  - 

(ii)  Analyst Disclosure: As of June 8, 2021, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities 
(which may include but not be limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered 
or recommended in this report: 

(a)  - 
 

This report does not purport to contain all the information that a prospective investor may require. Neither CGS-CIMB nor any of its affiliates 
(including CGIFHL, CIMBG and their related corporations) make any guarantee, representation or warranty, express or implied, as to the adequacy, 
accuracy, completeness, reliability or fairness of any such information and opinion contained in this report. Neither CGS-CIMB nor any of its affiliates 
nor their related persons (including CGIFHL, CIMBG and their related corporations) shall be liable in any manner whatsoever for any consequences 
(including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CGS-CIMB’s clients 
generally and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may 
receive this report. The information and opinions in this report are not and should not be construed or considered as an offer, recommendation or 
solicitation to buy or sell the subject securities, related investments or other financial instruments or any derivative instrument, or any rights 
pertaining thereto. 

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual 
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, 
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report. 

The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors. 
 

Restrictions on Distributions 

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CGS-CIMB Securities (Singapore) Pte. Ltd. and 
CGS-CIMB Securities (Hong Kong) Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of 
the Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other 
person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been 
prepared without taking into account the objectives, financial situation or needs of the individual recipient. CGS-CIMB Securities (Singapore) Pte. 
Ltd. and CGS-CIMB Securities (Hong Kong) Limited do not hold, and are not required to hold an Australian financial services license. CGS-CIMB 
Securities (Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited rely on “passporting” exemptions for entities appropriately licensed 
by the Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC 
Class Order 03/1103).  

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 – Research 
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by 
CIBC, further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com . 

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the 
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory 
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The 
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to 
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not 
be provided to any person other than the original recipient and may not be reproduced or used for any other purpose. 

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to 
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it 
is not intended as a solicitation for the purchase of any financial instrument. 

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act 
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time 
of the publication of the information. 

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither 
the German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report.  

Hong Kong: This report is issued and distributed in Hong Kong by CGS-CIMB Securities (Hong Kong) Limited (“CHK”) which is licensed in Hong 
Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) activities. Any investors wishing 
to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CGS-CIMB Securities (Hong Kong) Limited. 
The views and opinions in this research report are our own as of the date hereof and are subject to change. If the Financial Services and Markets 
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Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are 
unaffected. CHK has no obligation to update its opinion or the information in this research report.  

This publication is strictly confidential and is for private circulation only to clients of CHK. 

CHK does not make a market on other securities mentioned in the report. 
 

India: This report is issued and distributed in India by CGS-CIMB Securities (India) Private Limited (“CGS-CIMB India”). CGS-CIMB India is a 
subsidiary of CGS-CIMB Securities International Pte. Ltd. which is in turn is a 50:50 joint venture company of CGIFHL and CIMBG. The details of the 
members of the group of companies of CGS-CIMB can be found at www.cgs-cimb.com, CGIFHL at 
www.chinastock.com.hk/en/ACG/ContactUs/index.aspx and CIMBG at www.cimb.com/en/who-we-are.html. CGS-CIMB India is registered with the 
National Stock Exchange of India Limited and BSE Limited as a trading and clearing member (Merchant Banking Number: INM000012037) under 
the Securities and Exchange Board of India (Stock Brokers and Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 
4(g) of the Securities and Exchange Board of India (Investment Advisers) Regulations, 2013, CGS-CIMB India is not required to seek registration 
with the Securities and Exchange Board of India (“SEBI”) as an Investment Adviser. CGS-CIMB India is registered with SEBI (SEBI Registration 
Number: INZ000209135) as a Research Analyst (INH000000669) pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations"). 

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and 
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely 
on their own investigations and take their own professional advice before investment.  

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed 
or registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of 
India. No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being 
made, or intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of CGS-CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, 
firm profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to 
investment banking or capital markets transactions performed or proposed to be performed by CGS-CIMB India or its affiliates. 

CGS-CIMB India does not have actual / beneficial ownership of 1% or more securities of the subject company in this research report, at the end of 
the month immediately preceding the date of publication of this research report. However, since affiliates of CGS-CIMB India are engaged in the 
financial services business, they might have in their normal course of business financial interests or actual / beneficial ownership of one per cent or 
more in various companies including the subject company in this research report. 

CGS-CIMB India or its associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the subject company in 
this research report; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a 
market maker in the financial instruments of the subject company in this research report or act as an advisor or lender/borrower to such company or 
may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not received any compensation for investment 
banking, merchant banking or brokerage services from the subject company mentioned in the research report in the past 12 months. 

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not managed or co-managed public offering of 
securities for the subject company mentioned in the research report in the past 12 months. The analyst from CGS-CIMB India engaged in 
preparation of this research report or his/her relative (a) do not have any financial interests in the subject company mentioned in this research report; 
(b) do not own 1% or more of the equity securities of the subject company mentioned in the research report as of the last day of the month preceding 
the publication of the research report; (c) do not have any material conflict of interest at the time of publication of the research report. 

Indonesia: This report is issued and distributed by PT CGS-CIMB Sekuritas Indonesia (“CGS-CIMB Indonesia”). The views and opinions in this 
research report are our own as of the date hereof and are subject to change. CGS-CIMB Indonesia has no obligation to update its opinion or the 
information in this research report. This report is for private circulation only to clients of CGS-CIMB Indonesia. Neither this report nor any copy hereof 
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable Indonesian capital market laws and regulations. 

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the 
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold 
within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within 
the meaning of the Indonesian capital market law and regulations. 

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB 
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland. 

Malaysia: This report is distributed in Malaysia by CGS-CIMB Securities Sdn. Bhd. (“CGS-CIMB Malaysia”) solely for the benefit of and for the 
exclusive use of our clients. Recipients of this report are to contact CGS-CIMB Malaysia, at 29th Floor Menara CIMB No. 1 Jalan Stesen Sentral 2, 
Kuala Lumpur Sentral 50470 Kuala Lumpur, Malaysia, in respect of any matters arising from or in connection with this report. CGS-CIMB Malaysia 
has no obligation to update, revise or reaffirm its opinion or the information in this research reports after the date of this report.  

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial 
Advisers Act 2008. 

Singapore: This report is issued and distributed by CGS-CIMB Research Pte Ltd (“CGS-CIMBR”). CGS-CIMBR is a financial adviser licensed under 
the Financial Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research analyses or research reports, 
whether in electronic, print or other form. Accordingly, CGS-CIMBR is a subject to the applicable rules under the FAA unless it is able to avail itself to 
any prescribed exemptions. 

Recipients of this report are to contact CGS-CIMB Research Pte Ltd, 50 Raffles Place, #16-02 Singapore Land Tower, Singapore in respect of any 
matters arising from, or in connection with this report. CGS-CIMBR has no obligation to update its opinion or the information in this research report. 
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This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CGS-CIMBR directly, you may not 
rely, use or disclose to anyone else this report or its contents. 

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CGS-CIMBR accepts legal responsibility 
for the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor, 
expert investor or institutional investor, the recipient is deemed to acknowledge that CGS-CIMBR is exempt from certain requirements under the FAA 
and its attendant regulations, and as such, is exempt from complying with the following: 

(a)  Section 25 of the FAA (obligation to disclose product information); 

(b)  Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be 
reasonably expected to rely on the recommendation) of the FAA; 

(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 

(e)  Section 36 (obligation on disclosure of interest in specified products), and 

(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by 
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes 
as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges 
that as CGS-CIMBR is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMBR for any loss or 
damage arising from the recipient’s reliance on any recommendation made by CGS-CIMBR which would otherwise be a right that is available to the 
recipient under Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMBR for any loss or damage arising from 
the recipient’s reliance on any recommendation made by CGS-CIMBR which would otherwise be a right that is available to the recipient under 
Section 27 of the FAA.  

CGS-CIMBR, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have positions in 
specified products of the company(ies) covered in this research report or any specified products related thereto and may from time to time add to or 
dispose of, or may be materially interested in, any such specified products. Further, CGS-CIMBR, its affiliates and its related corporations do and 
seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or have assumed an 
underwriting commitment in specified products of such company(ies), may sell them to or buy them from customers on a principal basis and may 
also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as 
well as solicit such investment, advisory or other services from any entity mentioned in this report. 

As of June 4, 2021, CGS-CIMBR does not have a proprietary position in the recommended specified products in this report. 

CGS-CIMBR does not make a market on the securities mentioned in the report. 
 

South Korea: This report is issued and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB 
Korea”) which is licensed as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. 
In South Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market 
Act of Korea (“FSCMA”). 

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not 
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any 
investment decision. This document does not constitute a public offering of securities.  

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The 
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described 
herein and may not be forwarded to the public in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks 
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research). 
Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to be reliable (but 
their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful consideration 
for use as information for investment. Such opinions are subject to change without notice and CGS-CIMB Thailand has no obligation to update its opinion or the 
information in this research report. 

CGS-CIMB Thailand may act or acts as Market Maker, and issuer and offeror of Derivative Warrants and Structured Note which may have the following securities as 
its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making investment decisions.  

ACE, ADVANC, AEONTS, AMATA, AOT, AP, AWC, BAM, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEC, BEM, BGRIM, BH, BJC, BPP, BTS, CBG, CENTEL, CHG, 
CK, CKP, COM7, CPALL, CPF, CPN, CRC, DELTA, DOHOME, DTAC, EA, EGCO, EPG, ESSO, GFPT, GLOBAL, GPSC, GULF, GUNKUL, HANA, HMPRO, 
INTUCH, IRPC, IVL, JAS, JAMART, JMT, KBANK, KCE, KKP, KTB, KTC, LH, MAJOR, MBK, MEGA, MINT, MTC, OR, ORI, OSP, PLANB, PRM, PTG, PTT, PTTEP, 
PTTGC, QH, RATCH, RBF, RS, SAWAD, SCB, SCC, SCGP, SPALI, SPRC, STA, STEC, SUPER, TASCO, TCAP, THANI, TISCO, TMB, TOA, TOP, TPIPP, TQM, 
TRUE, TTW, TU, TVO, VGI, WHA, WHAUP, AAV, ERW, MC, PSL, SIRI, TKN. 

Corporate Governance Report: 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of 
the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the Market 
for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It 
is not an evaluation of operation and is not based on inside information. 

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that 
date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result. 
 

Score Range: 90 - 100 80 – 89 70 - 79 Below 70 No Survey Result 

Description: Excellent Very Good Good N/A N/A 
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United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing 
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, 
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is 
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the 
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to 
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the 
United Arab Emirates.  

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being 
distributed by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority 
and its registered office is at 53 New Broad Street, London EC2M 1JJ. The material distributed by CGS-CIMB UK has been prepared in accordance 
with CGS-CIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for 
distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients 
of CGS-CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c)  fall within Article 49(2)(a) to (d) (“high net worth companies, 
unincorporated associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all 
such persons together being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied 
on by persons who are not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons 
and will be engaged in only with relevant persons. 

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective 
assessment of the subject matter and does not constitute independent research. Consequently, this material has not been prepared in accordance 
with legal requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the 
dissemination of research. Therefore, this material is considered a marketing communication.  

United States: This research report is distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-
dealer and an affiliate of CGS-CIMB Securities Sdn. Bhd. (formerly known as Jupiter Securities Sdn. Bhd.), CGS-CIMB Research Pte Ltd, PT CGS-
CIMB Sekuritas Indonesia, CGS-CIMB Securities (Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB Securities (India) 
Private Limited, and is distributed solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and 
Exchange Act of 1934. This communication is only for Institutional Investors whose ordinary business activities involve investing in shares, bonds, 
and associated securities and/or derivative securities and who have professional experience in such investments. Any person who is not a U.S. 
Institutional Investor or Major Institutional Investor must not rely on this communication. The delivery of this research report to any person in the 
United States of America is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion 
expressed herein. CGS-CIMB Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility for the content of this report. For further 
information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities (USA) 
Inc. 

CGS-CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report. 

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months. 

CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12 
months. 

CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the 
company mentioned within the next 3 months. 

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA”), this 
report is third-party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and 
CGS-CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to persons who 
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Hold 19.6% 0.2%

Reduce 10.1% 0.2%

Distribution of stock ratings and inv estment banking clients for quarter ended on 31 March 2021

613 companies under cov erage for quarter ended on 31 March 2021

https://raymondjames.com/InternationalEquityDisclosures


 

 Construction │ Malaysia 

 

 HSS Engineers │ June 8, 2021 
 

 

 

 

34 
 

 

Spitzer Chart for stock being researched ( 2 year data ) 
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Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in 
2020, Anti-Corruption 2020 

ADVANC – Excellent, Certified, AMATA – Excellent, Certified, ANAN – Excellent, n/a, AOT – Excellent, n/a, AP – Excellent, Certified, ASP – 
Excellent, n/a, AU – Good, n/a, BAM – Very Good, Certified, BAY – Excellent, Certified, BBL – Very Good, Certified, BCH – Good, Certified, BCP - 
Excellent, Certified, BCPG – Excellent, Certified, BDMS – Excellent, n/a, BEAUTY – Good, n/a, BH - Good, n/a, BJC – Very Good, n/a, BLA – 
Excellent, Certified, BTS - Excellent, Certified, CBG – Very Good, n/a, CCET – n/a, n/a, CENTEL – Excellent, Certified, CHAYO – Very Good, n/a, 
CHG – Very Good, n/a, CK – Excellent, n/a, COM7 – Very Good, Certified,  CPALL – Excellent, Certified, CPF – Excellent, Certified, CPN - 

Excellent, Certified, CPNREIT – n/a, n/a, CRC – Very Good, n/a, DELTA - Excellent, Certified, DDD – Very Good, n/a, DIF – n/a, n/a, DOHOME – 

Very Good, n/a, DREIT – n/a, n/a, DTAC – Excellent, Certified, ECL – Excellent, Certified, EGCO - Excellent, Certified, EPG – Excellent, Certified, 
ERW – Very Good, Certified, GFPT - Excellent, Certified, GGC – Excellent, Certified, GLOBAL – Very Good, n/a, HANA - Excellent, Certified, 
HMPRO - Excellent, Certified, HUMAN – Good, n/a, ICHI – Excellent, Certified, III – Excellent, n/a, INTUCH - Excellent, Certified, IRPC – Excellent, 
Certified, ITD – Very Good, n/a, IVL - Excellent, Certified, JASIF – n/a, n/a, JKN – Excellent, Declared, JMT – Very Good, Declared, KBANK - 
Excellent, Certified, KCE - Excellent, Certified, KEX – n/a, n/a, KKP – Excellent, Certified, KSL – Excellent, Certified, KTB - Excellent, Certified, 
KTC – Excellent, Certified, LH - Excellent, n/a, LPN – Excellent, Certified, M – Very Good, Certified, MAKRO – Excellent, Certified, MC – Excellent, 
Certified, MEGA – Very Good, n/a, MINT - Excellent, Certified, MTC – Excellent, Certified, NETBAY – Very Good, n/a, NRF – n/a, n/a, OR – n/a, n/a, 
ORI – Excellent, Certified,  OSP – Very Good, n/a, PLANB – Excellent, Certified, PRINC – Very Good, Certified, PR9 – Excellent, n/a, PSH – 
Excellent, Certified, PTT - Excellent, Certified, PTTEP - Excellent, Certified, PTTGC - Excellent, Certified, QH – Excellent, Certified, RBF – Good, 
n/a, RS – Excellent, n/a, RSP – Good, n/a, S – Excellent, n/a, SAK – n/a, n/a, SAPPE – Very Good, Certified, SAWAD – Very Good, n/a,  SCB - 
Excellent, Certified, SCC – Excellent, Certified, SCGP – n/a, n/a, SHR – Very Good, n/a, SIRI – Excellent, Certified, SPA – Very Good, n/a, SPALI - 
Excellent, Declared, SPRC – Excellent, Certified, SSP - Good, Declared, STEC – n/a, n/a, SVI – Excellent, Certified, SYNEX – Very Good, n/a, 
TCAP – Excellent, Certified, THANI – Excellent, Certified, TISCO - Excellent, Certified, TKN – Very Good, n/a, TMB - Excellent, Certified, TOP - 
Excellent, Certified, TRUE – Excellent, Certified, TU – Excellent, Certified, TVO – Excellent, Certified, VGI – Excellent, Certified, WHA – Excellent, 
Certified, WHART – n/a, n/a, WICE – Excellent, Certified, WORK – Good, n/a. 
- CG Score 2020 from Thai Institute of Directors Association (IOD) 
- Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of January 30, 2021) are 
categorised into: companies that have declared their intention to join CAC, and companies certified by CAC. 
 

 

Recommendation Framework 

Stock Ratings Definition: 

 Add The stock’s total return is expected to exceed 10% over the next 12 months. 

 Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net 
dividend yields of the stock.  Stock price targets have an investment horizon of 12 months.  
  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 
  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
 

 

 #01c 
 
 

 

 
Insert   Insert   

0.18

0.38

0.58

0.78

0.98

1.18

1.38

Jun-18 Dec-18 Jun-19 Dec-19 Jun-20 Dec-20

Price Close

http://www.thai-iod.com/imgUpload/Brochure%20CGR%202019%20Resized.pdf

	Investment thesis
	A proxy for construction sector’s recovery
	Reactiviation of projects the main angle
	HSS a major player in the rail space; post-Covid-19 earnings recovery is underway

	Upcycle phase for job replenishment outlook
	Steady state RM150m wins p.a. at 50% success rate
	HSS a beneficiary of broader-based sector recovery
	Laying down the recovery themes in 2HCY21F
	HSS’s FY21F tender success rate could exceed 50%
	Extensive list of tenders in the pipeline; upside from mega projects under the 12MP

	Timely M&A move in 2017
	Full-fledged EPMS player with expertise in the water sector
	SMHB’s strong track record

	Minimal overseas presence but with growth potential
	Selectively expanding its overseas exposure
	Positive longer-term spin-off in Indonesia’s new capital city in Kalimantan

	Financials
	Revenue mix comprised of three main EPMS segments
	Double-digit gross margins are on the uptrend
	FY20 as a base recovery year; forecasting 3-year EPS CAGR 31.8%
	Prudent balance sheet management; comfortable headroom for business expansion

	SWOT analysis
	Operating environment becoming more favourable
	Political uncertainties and potential change in government
	HSS is backed by experience and track record
	KVMRT 3: New opportunities to expand BIM services

	Valuation and recommendation
	Initiate with an Add and RM0.89 TP

	Potential catalysts in 2HCY21F goes beyond contract newsflow
	Risks
	Sector-based risks
	Earnings risks from MCO 3.0
	Leadership continuity – amicably resolved
	APPENDIX
	Company background
	Major shareholders
	Selected EPMS companies operating in Malaysia
	Management profile


