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Name of PLC: ENRA Group Bhd

PLC Website: www.enra.my

Business Summary: Principally involved in property development and oil & gas services

Substantial Shareholders: Dato' Kamaluddin Abdullah and deemed interest 40.47%
Dato' Mazlin Md Junid and deemed interest 20.31%
Market / Sector: Main / Properties Stock Code: 8613
Bloomberg Ticker: ENRA MK
Market Capitalisation: RM 364.3 m Recommendation: HOLD
Target Price: RM 2.75 Expected Capital Gain: 1.85%
- Expected Div Yield: -
Current Price: RM 2.70 Expected Total Return: 1.85%
Analyst: Teng Leong Nyean / Tay Peng Keat | Tel : +603 2163 3200
Email: Lnteng@bcta.com.my / pktay@bcta.com.my
Key Stock Statistics 2016 2017 2018F _ 2019F 30FY18 Results Highlight
EPS (sen) 6.9 8.8 1.4 11.0
P/E (x) 38.9 305 199.0 245 3QFY18  3QFY17 Chg
Net Dividend/Share (sen) 8.0 - - - RMm RMm %
NTA/Share (RM) 1.74 1.07 1.08 1.19 Revenue 16.81 77.28 78
Book Value/Share (RM) 1.74 1.13 1.15 1.26 Operating Profit -2.62 20.48 -113
Issued Capital (mi.l shares) 134.9 1349 1349 134.9 Pre-tax Profit 267 20.30 113
52-Yveek Share Price Range (RM) 250-3.18 Net Profit 203 14,50 120
Estimated Free Float 40% Operating Marain (% 15.6 265 159
Average Volume (shares) 12,000 perating égl (%) - ) i
Pre-tax Margin (%) -15.9 26.3 -160
Per Share Data 2016 2017 2018F  2019F Net Margin (%) 7.7 18.8 -194
Year-end 31 Mar
Book Value (RM) 1.74 1.13 1.15 1.26 For continuing operations, the Group’s revenue
Operating Cash Flow (sen)  (1.8) 274 (26) 221 saw a drop of 78% year-on-year (“yoy”) to
EPS (sen) 6.9 8.8 1.4 11.0 RM16.81m while its bottomline suffered a loss
Net Dividend/Share (sen) 8.0 after tax of RM2.93m compared to a PAT of
Payout Ratio (%) 115.3 - - - RM14.50m in 3QFY17. Both the property and oil
P/E (x) 38.9 305  199.0 245 & gas divisions had a weak performance this
P/Cash Flow (x) (151.0) 9.8 (104.7) 12.2 quarter.
P/Book Value (x) 15 2.4 2.4 2.1
Dividend Yield (%) 3.0 - - - The oil & gas division registered a loss before tax
ROE (%) 4.4 6.2 1.2 9.2 of RM1.01lm against a PAT of RMO0.99m in
Net Gearing (%) n.c. n.c. n.c. n.c. 3QFY17, while revenue declined 34% yoy arising
n.c. - net cash from lower contribution by ENRA Kimia due to
weak seasonal sales. Revenue and PBT from the
P&L Analysis (RM mil) 2016 2017 2018F _ 2019F property division slumped 93% and 95% yoy to
Revenue 12231  179.34 63.97  191.97 RM3.95m and RMZ1.20m respectively due to
EBITDA 21.74 29.49 2.27 27.75 waning property sales.
Depreciation (0.94) (1.11) (1.99) (2.49)
Net Interest Income 0.79 0.15 2.39 1.89 On quarter-on-quarter basis, the Group recorded a
Pre-tax Profit 21.60 28.52 2.67 27.15 loss before tax of RM2.67m as compared to a PBT
Net Profit 14.83 19.53 203 2063 of RM2.45m in the immediate preceding quarter,
Net Profit (after MI) 9.36 11.93 1.83 14.89 while revenue saw a drop of 19.8% from
EBITDA Margin (%) 17.8 16.4 36 145 RM20.95m in 2QFY18. The losses were mainly
Pre-tax Margin (%) 17.7 15.9 42 14.1 due to lower profit registered by ENRA Kimia.
Net-Margin (%) 7.7 6.7 29 7.8

*All the statistics only accounts for continuing operations
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9MFY18 Results Highlight

9IMFY18 9IMFY17 Chg

RMm RMm %

Revenue 61.70 162.23 -62
Operating Profit 1.93 29.58 -93
Pre-tax Profit 1.37 29.23 -95
Net Profit 0.04 20.58 -100
Operating Margin (%) 31 18.2 -83
Pre-tax Margin (%) 2.2 18.0 -88
Net Margin (%) 0.06 12.7 -100

In 9MFY18, revenue dropped 62% to RM61.70m from RM162.23m in 9MFY17, and net profit also
decreased sharply to RM0.04m as compared to RM20.58m in the same period last year.

So far the results have been weak and substantially below our expectations. The Group does not generate
sufficient revenue to sustain its fixed operating expenses, resulting in a sharp contraction in profit margins.

The biggest drag is the delay in completion of its London project, resulting in no sales and profit recognised
in FY18 so far. Shamelin Star project also had slower sales so far against our projection. Oil & gas segment
hit a soft patch in 3QFY18 and recorded an overall loss as ENRA Kimia, the major profit anchor had weak
sales.

Earnings Outlook

Following the below par performance and the delay in revenue recognition, we are revising our FY18 and
FY19 estimates to reflect:

a. The delay in the completion of the London project

b. Slower than expected sales of completed units at Shamelin Star

c. Weaker sales and margins at oil & gas segment

Thus, we lower our FY18 net profit by 88% to RM2.03m but bump up FY19 net profit by 46% to RM20.63m.

The earnings outlook beyond FY18 looks promising as revenue from Myanmar project will provide the much
needed earnings stability for the Group, and the London project should be fully sold.

Corporate Update

e An Extraordinary General Meeting held on 9 February 2018 has approved the final phase of the sale of its
legacy assets which is expected to be completed in the 2nd quarter of 2018. The disposal will raise
close to RM50m cash bringing total group cash to RM95.76, thus providing the Group opportunities to
pursue more investment opportunities.

e ENRA'’s project off the coast of Myanmar which entails installing a SPM system and storage tanker is on
track and expected to commence operations in April 2018 as planned. We expect this project to contribute
positively to the Group from FY19 onwards.

e Labuan Masterplan 2030 as announced by the Federal government includes the construction of a bridge
connecting the island and the mainland. This will serve as a catalyst for the development of Labuan, as
such the Group’s Labuan land is expected to benefit greatly in the future.

Valuation and Recommendation

Despite the weak results so far, we believe the Group’s earnings growth will restart in FY19 with Myanmar
project coming on stream. In addition, the sustainability of crude oil prices at 2-year high will bring about
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opportunities for the oil & gas operators like ENRA. Its efforts in setting up various oil and gas businesses in
the last two years have put the Group in a good position to take advantage of potential revival of capex in the
oil & gas industry. Also, following the latest assets disposal, we believe ENRA could be more aggressive in
embarking on M&A and new ventures in the near term.

We are maintaining a HOLD recommendation with a lower fair value of RM2.75 based on P/E of 25x on FY19
EPS of 11 sen. We have revised lower our P/E multiples assumption from 30x previously as the quarterly
results have proven to be patchy so far,and profit margins are also declining.
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Disclosures/Disclaimer

Investment ratings:

Buy (generally >10% upside over the next 12 months)

Hold (generally negative 10% downside to positive 10% upside over the next 12 months)
Sell (generally >10% downside over the next 12 months)

This report has been prepared by BCT Asia Advisory Sdn Bhd pursuant to the Mid and Small Cap Research
Scheme (“MidS”) administered by Bursa Malaysia Berhad. This report has been produced independent of any
influence from Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of
companies disclaims any and all liability, howsoever arising, out of or in relation to the administration of MidS
and/or this report.

The information and opinion in this document has been obtained from various sources believed to be reliable. This
publication is for information purpose only, and must not be relied upon as authoritative or taken in substitution
for the exercise of judgment. This document is not to be construed as an offer or a solicitation of an offer to buy or
sell any securities. Opinions expressed in this publication are subject to change without notice and any
recommendation herein does not have regard to the specific investment objectives, financial situation and the
particular needs of any specific addressee. No representation, express or implied, is made with respect to the
accuracy, completeness or reliability of the information or opinions in this publication. Accordingly, neither we
nor any of our affiliates nor persons related to us accept any liability whatsoever for any direct, indirect or
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consequential losses (including loss and profit) or damages that may arise from the use of information or opinions
in this publication.

BCT Asia Advisory Sdn Bhd and its related companies, their associates, directors, connected parties and/or
employees may own or have positions in any securities mentioned herein or any securities related thereto and may
from time to time add or dispose of or may materially be interested in any such securities. BCT Asia Advisory
Sdn Bhd and its related companies may from time to time perform advisory, investment, communications or other
services for, or solicit such advisory, investment, communications or other services from any entity mentioned in
this report. In reviewing these materials, you should be aware that any or all of the foregoing, among other things,
may give rise to real or potential conflicts of interest.
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