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12-month upside potential
Target price
Current price (as at 16 May)
Capital upside (%)
Net dividends (%)
Total return (%)

1.25
0.95
31.6
0.0
31.6

Key stock information
Syariah-compliant?
Market Cap (RM m)
Shares outstanding (m)
Free float (%)
52-week high / low (RM)
3-mth avg volume ('000)
3-mth avg turnover (RM m)

Yes
969.8
1,020.8
59.8
1.03 / 0.65
8,744.1
8.1
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Share price performance
1M
Absolute (%)
2.2
Relative (%)
0.1

Buy

3M
-1.6
-4.6

6M
1.6
-3.3



Secured RM2.7bn FPSO leasing contract from JX Nippon for a 7+10 year charter
Contract value is within expectations and will commence from FY16 onwards
Long term earnings visibility enhanced with more fabrication jobs expected in the near
term
Maintain BUY and RM1.25 TP

EPCIC and FPSO contract secured. TH Heavy Engineering has received a letter of award from
JX Nippon Oil & Gas Exploration (JXN) for the provision of engineering, procurement,
construction, installation and commissioning (EPCIC) and leasing of the floating production
storage and offloading vessel, Deep Producer 1 (DP1), for the Layang Development Project,
offshore Sarawak.
7+10 year contract worth RM2.7bn. The FPSO leasing contract is for a fixed term of 7 years
(USD372m or RM1.2bn) with 10 annual optional extensions (USD475m or RM1.47bn). The
charter is slated to commence in FY16.
Improves long term earnings visibility. The contract is positive for TH Heavy as it ensures
stable recurring income from FY16 onwards. The daily charter rate works out to be
RM470k/day for the fixed term which is within expectation. As such, we maintain our
estimates, which already assume that earnings from the FPSO commence in FY16, and will
generate an estimated profit of RM55m per annum. We expect minimal profit recognition
from the EPCIC works as the vessel is 80%-owned by TH Heavy.
Fund raising needed. The EPCIC is likely to require USD120-150m of capex to prepare the
vessel’s topsides for the contract. At this juncture, the funding structure for the capex has
yet to be finalised. However, we see potential for a rights issue in the coming months.
Maintain BUY. We maintain our BUY recommendation on TH Heavy and target price of
RM1.25 which is based on FY15F PE of 15x. TH Heavy is expected to secure more fabrication
jobs this year of up to RM300m with their partner, McDermott International which has a 30%
stake in the group’s Pulau Indah Yard. Latest orderbook is RM400m excluding the FPSO
contract.

All required disclosure and analyst certification appear on the last two pages of this report. Additional information is available upon
request. Redistribution or reproduction is prohibited without written permission
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Figure 1 : Financial summary
FYE Dec (RM m)
Turnover
EBITDA
Pre-tax profit
Net profit
Net Pft (Pre Ex.)
EPS (sen)
EPS Pre Ex. (sen)
EPS Gth (%)
EPS Gth Pre Ex (%)
Diluted EPS (sen)
Net DPS (sen)
BV Per Share (sen)
PE (X)
PE Pre Ex. (X)
P/Cash Flow (X)
EV/EBITDA (X)
Net Div Yield (%)
P/Book Value (X)
Net Debt/Equity (X)
ROAE (%)
Source: Alliance Research, Bloomberg
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2012A

2013A

2014F

2015F

190
32
30
24
24
2.6
2.6
nm
nm
2.6
0.0
33.5
36.5
36.5
51.7
22.9
0.0
2.8
CASH
10.4

260
11
-1
8
8
0.8
0.8
-70
-70
0.8
0.0
31.8
123.4
123.4
nm
121
0.0
3.0
0.5
2.4

585
104
84
61
61
4.8
4.8
528
528
4.8
0.0
38.4
19.6
19.6
12.4
13.8
0.0
2.5
0.4
14.1

965
168
145
104
104
8.2
8.2
70
70
8.2
1.2
45.4
11.5
11.5
5.9
8.2
1.3
2.1
0.2
19.7
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DISCLOSURE
Stock rating definitions
STRONG BUY
BUY
HOLD
FULLY VALUED
SELL

-

> 20% total return over the next 3 months, with identifiable share price catalysts within this time frame
> 15% total return over the next 12 months for small caps, >10% for large caps
-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps
negative total return > -10% over the next 12 months
negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame

Sector rating definitions
OVERWEIGHT
- Industry expected to outperform the market over the next 12 months
NEUTRAL
- Industry expected to perform in-line with the market over the next 12 months
UNDERWEIGHT - Industry expected to underperform the market over the next 12 months

Commonly used abbreviations
Adex = advertising expenditure
bn = billion
BV = book value
CF = cash flow
CAGR = compounded annual growth rate
Capex = capital expenditure
CY = calendar year
Div yld = dividend yield
DCF = discounted cash flow
DDM = dividend discount model
DPS = dividend per share
EBIT = earnings before interest & tax
EBITDA = EBIT before depreciation and amortisation

EPS = earnings per share
EV = enterprise value
FCF = free cash flow
FV = fair value
FY = financial year
m = million
M-o-m = month-on-month
NAV = net assets value
NM = not meaningful
NTA = net tangible assets
NR = not rated
p.a. = per annum
PAT = profit after tax
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PBT = profit before tax
P/B = price / book ratio
P/E = price / earnings ratio
PEG = P/E ratio to growth ratio
q-o-q = quarter-on-quarter
RM = Ringgit
ROA = return on assets
ROE = return on equity
TP = target price
trn = trillion
WACC = weighted average cost of capital
y-o-y = year-on-year
YTD = year-to-date

News Flash | TH Heavy Engineering | 19 May 2014

DISCLAIMER
This report has been prepared for information purposes only by Alliance Research Sdn Bhd (Alliance Research), a subsidiary of Alliance
Investment Bank Berhad (AIBB). This report is strictly confidential and is meant for circulation to clients of Alliance Research and AIBB
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review of this report indicate your agreement not to distribute, reproduce or disclose in any other form or medium (whether electronic
or otherwise) the contents, views, information or opinions contained herein without the prior written consent of Alliance Research.
This report is based on data and information obtained from various sources believed to be reliable at the time of issuance of this report
and any opinion expressed herein is subject to change without prior notice and may differ or be contrary to opinions expressed by
Alliance Research’s affiliates and/or related parties. Alliance Research does not make any guarantee, representation or warranty
(whether express or implied) as to the accuracy, completeness, reliability or fairness of the data and information obtained from such
sources as may be contained in this report. As such, neither Alliance Research nor its affiliates and/or related parties shall be held liable
or responsible in any manner whatsoever arising out of or in connection with the reliance and usage of such data and information or
third party references as may be made in this report (including, but not limited to any direct, indirect or consequential losses, loss of
profits and damages).
The views expressed in this report reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendation(s) or view(s) in
this report. Alliance Research prohibits the analyst(s) who prepared this report from receiving any compensation, incentive or bonus
based on specific investment banking transactions or providing a specific recommendation for, or view of, a particular company.
This research report provides general information only and is not to be construed as an offer to sell or a solicitation to buy or sell any
securities or other investments or any options, futures, derivatives or other instruments related to such securities or investments. In
particular, it is highlighted that this report is not intended for nor does it have regard to the specific investment objectives, financial
situation and particular needs of any specific person who may receive this report. Investors are therefore advised to make their own
independent evaluation of the information contained in this report, consider their own individual investment objectives, financial
situations and particular needs and consult their own professional advisers (including but not limited to financial, legal and tax advisers)
regarding the appropriateness of investing in any securities or investments that may be featured in this report.
Alliance Research, its directors, representatives and employees or any of its affiliates or its related parties may, from time to time, have
an interest in the securities mentioned in this report. Alliance Research, its affiliates and/or its related persons may do and/or seek to do
business with the company(ies) covered in this 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 or buy such securities from customers on a principal basis and may also perform
or seek to perform significant investment banking, advisory or underwriting 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.
AIBB (which carries on, inter alia, corporate finance activities) and its activities are separate from Alliance Research. AIBB may have no
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revenues when making company-specific coverage decisions.
In reviewing this 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 overriding issue of confidentiality, available upon request to
enable an investor to make their own independent evaluation of the information contained herein.
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