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DESCRIPTION

IIM is one of the leading conglomerates in Malaysia, with
core businesses such as construction, property,
manufacturing, quarrying, infrastructure concessions and
plantations.

12-Month Target Price RM1.54
Current Price RM1.60
Expected Return -4.0%
Market Main
Sector Construction
Bursa Code 3336
Bloomberg Ticker 1IM MK
Shariah-compliant Yes

SHARE PRICE CHART
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52 Week Range (RM) 1.15-2.33
3-Month Average Vol (‘000) 13,775.5
SHARE PRICE PERFORMANCE
iM 3M 6M
Absolute Returns 15.9 29.0 -11.5
Relative Returns 8.5 26.2 -20.9
KEY STOCK DATA
Market Capitalisation (RMm) 5,794.1
No. of Shares (m) 3,621.3
MAJOR SHAREHOLDERS
%
Employee provident Fund 16.3
Permodalan Nasional Bhd 15.1
Kumpulan Wang Persaraan 9.0
Urusharta Jamaah 6.1
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Thursday, November 26, 2020

Neutral

On Recovery Mode

Stripping-off exceptional items amounting to RM21.3m, IJM Corp’'s 2QFY21
results saw improvements with core earnings jumping to RM120.8m from a loss
of RM87.3m in 1QFY21 which was severely impacted by the movement control
order (MCO). With this, the Group’s 1HFY21 core net profit returned to
profitability at RM33.5m, though down from 1HFY20 core net profit of
RM187.7m. This is on the back of a 26% YTD decline in revenue. 1HFY21 core
earnings make up 9.8% and 14.6% of our and consensus full-year estimates,
missing expectations. Though we think the Group should be able to sustain its
profit momentum, we err on the side of caution as the sudden upsurge in Covid-
19 transmission as well as re-implementation of conditional and enhanced MCO
in more areas will put the Group’s operations at risk. The Group’s highway
concessions have also seen a 30% drop in traffic volume since. We lower our
FY21-23 earnings forecast by an average 11.6% to account for these. Earnings
momentum will be supported by its property, plantations and port segment while
construction is expected to remain stable. We maintain our Neutral call with a
revised SOP TP of RM1.54 (RM1.60 previously) after the adjustments. A first
interim single tier dividend of 2sen was declared.

§ QoQ improvements. As expected, the Group recorded strong
improvements on a QoQ basis with notable contributions from the
property, construction and infrastructure segments after facing major
disruptions across the supply chain during the MCO period. The industrial
segment also showed improvement as construction works were re-
activated. Plantations segment saw steady performance mainly due to
higher commodity prices and sales volumes.

§ On recovery mode. Moving forward, the Group’s earnings performance
will be supported by the construction segment with the progressive
completion of its outstanding orderbook of RM5.4bn. With anticipation of
continued favourable CPO prices, the Group’'s Plantation division is
optimistic of a better performance for the year. Meanwhile, the Port
operations business is also expected to perform positively as cargo
throughput remains stable despite the pandemic, with increased exports of
completed products to China as well as improved trade momentum.

Growth also will be underpinned by the Group’s property arm with unbilled
sales of RM1.2.bn. The Group reported c. RM740m new sales in 1HFY21,
within range of management's RM800m — RMlbn target. Incidentally,
RM310m worth is from completed stocks, hence contributions flowing
straight to bottom line. The current low interest rate environment, coupled
with incentives such as stamp duty waivers and housing discounts
appears to be supportive the mid-market segment. Upcoming launches
worth RM1.4bn will come from Bandar Rimbayu, Parcel 2 Dutamas, Bukit
Jambul Penang, Sanctuary Penang and Seremban 2.

KEY FORECAST TABLE

FYE Mar (RM m) 2019A 2020A 2021F 2022F 2023F CAGR
Revenue 5,655.7 6,605.1 5,187.3 6,461.5 6,926.5 4.1%
Operating Profit 745.4 870.3 695.4 895.3 973.5 5.5%
Pre-tax Profit 648.0 517.8 496.5 711.6 776.3 3.7%
Core Net Profit 405.0 491.1 252.3 362.2 395.6 -0.5%
EPS (Sen) 11.6 6.9 6.9 10.0 10.9 -1.2%
P/E (x) 13.8 23.2 23.0 16.0 14.7
DPS (Sen) 4.0 3.0 2.8 4.1 4.4
Div Yield (%) 2.5 1.9 1.8 2.5 2.8
Source: Company, Publicinvest Research estimates
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Table 1: Results Summary

EYE March 20 20 10 QoQ YoY YTD YTD Yoy
RMm FY21 FY20 Y21 Y cha Fva1 FY20 Y
Revenue 1,428.7 1,574.2 879.8 62.4 9.2) 2,308.5 3,117.8 (26.0)
EBIT 219.2 215.2 184.6 18.7 1.8 403.7 399.2 11
Finance cost -45.5 -60.0 -62.4 (27.2) (24.3) -107.9 -114.6 (5.9)
Associates -13.7 -62.3 -24.8 (44.9) (78.0) -38.5 -46.6 (17.3)
Joint ventures 1.7 21.3 4.2 (140.1) (92.2) 25 19.6 (112.7)
PBT 161.7 114.2 93.2 73.6 41.6 254.8 257.6 (1.2)
Tax -38.8 -30.1 -43.4 (10.7) 29.0 -82.2 -93.0 (11.6)
Ml -11.7 -4.5 -36.9 (68.3) 158.2 -48.6 -15.0 223.2
Perpetual sukuk -11.7 -9.5 -11.5 1.4 23.0 -23.3 -20.1 16.0
PATAMI 99.5 70.1 1.3 7,729.7 42.0 100.8 129.5 (22.2)
Core net profit 120.8 86.6 -87.3 238.4 39.5 335 187.7 (82.1)
Margins:

EBIT margin 15.3% 13.7% 21.0% 17.5% 12.8%

PBT margin 11.3% 7.3% 10.6% 11.0% 8.3%

Net Margin 8.5% 5.5% -9.9% 1.5% 6.0%

Segmental results

Revenue (RM m)

Construction 573.6 594.2 287.5 99.5 (3.5) 861.1 1,112.2 (22.6)
Property 255.1 376.0 145.7 75.1 (32.2) 400.8 838.4 (52.2)
Industry 162.4 227.8 85.6 89.8 (28.7) 248.0 459.0 (46.0)
Plantation 211.4 172.9 206.0 2.6 22.3 417.4 305.9 36.4
Infrastructure 2259 203.1 155.0 45.8 11.2 380.8 401.8 (5.2)
Investment and others 0.3 0.4 0.1 306.2 (13.6) 0.4 0.5 (24.2)
Headline PBT (RM m)

Construction 50.9 38.5 16.4 210.4 32.2 67.3 79.1 (15.0)
Property 33.0 37.2 (10.4) (416.7) (11.4) 22.6 83.1 (72.8)
Industry 6.1 17.9 (14.9) (141.1) (65.8) (8.8) 33.1 (126.6)
Plantation (2.4) 5.0 115.3 (102.1) (50.9) 112.9 (10.3) (1,191.9)
Infrastructure 68.4 35.2 (11.0) (720.6) 94.1 57.4 79.6 (27.9)
Investment and others 5.7 -9.7 (2.2) (363.1) (159.1) 3.5 (7.0) (150.9)

Source: Company, Publicinvest Research estimates
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KEY FINANCIAL DATA

FYE Mar (RM m) 2019A 2020A 2021F 2022F 2023F
Revenue 5,655.7 6,605.1 5,187.3 6,461.5 6,926.5
Gross Profit 1,149.2 1,235.0 1,179.8 1,407.1 1,508.7
Operating expenses -403.8 -364.7 -484.4 -511.8 -535.3
Operating Profit 745.4 870.3 695.4 895.3 973.5
Other Gains / (Losses) -45.7 -83.1 -2.6 -2.2 -0.8
Finance Costs -225.1 -290.4 -196.4 -181.5 -196.4
Pre-tax Profit 648.0 517.8 496.5 711.6 776.3
Income Tax -207.3 -189.6 -199.6 -285.5 -310.8
Effective Tax Rate (%) 32.0 36.6 40.2 40.1 40.0
Minorities & Perpetual sukuk -21.8 -77.6 -44.5 -63.9 -69.8
Core Net Profit 405.0 491.1 252.3 362.2 395.6
Growth

Revenue (%) -6.1 16.8 -21.5 24.6 7.2
Gross Profit (%) -7.2 7.5 -4.5 19.3 7.2
Net Profit 15.0 21.2 -48.6 435 9.2

Source: Company, Publicinvest Research estimates

BALANCE SHEET DATA

FYE Mar (RM m) 2019A 2020A 2021F 2022F 2023F
Property, Plant & Equipment 2,946.8 2,578.3 2,154.3 2,258.3 2,364.3
Cash and Cash Equivalents 1,557.9 2,222.6 920.5 1,253.3 1,438.5
Receivables 2,090.2 1,865.7 1,891.1 1,918.4 1,956.9
Other Assets 16,411.1 16,786.7 15,870.4 16,214.8 16,506.1
Total Assets 23,006.0 23,453.3 20,836.3 21,644.8 22,265.9
Payables 3,101.6 3,131.0 2,377.5 2,874.9 3,060.4
Borrowings 6,628.7 6,880.5 5,361.8 5,356.0 5,458.0
Retirement Benefits 21.8 22.4 19.4 194 194
Other Liabilities 1,869.4 1,775.8 1,578.1 1,613.8 1,640.1
Total Liabilities 11,6215 11,809.7 9,336.8 9,864.0 10,177.9
Shareholders’ Equity 11,384.4 11,643.6 11,499.5 11,780.8 12,088.0
Total Equity and Liabilities 23,006.0 23,453.3 20,836.3 21,644.8 22,265.9

Source: Company, Publicinvest Research estimates

PER SHARE DATA & RATIOS

FYE Mar 2019A 2020A 2021F 2022F 2023F
Book Value Per Share 3.1 3.2 3.2 3.2 3.3
NTA Per Share 6.3 6.4 5.7 5.9 6.1
EPS (Sen) 11.6 6.9 6.9 10.0 10.9
DPS (Sen) 4.0 3.0 2.8 4.1 4.4
Payout Ratio (%) 345 435 40.6 40.6 40.6
ROA (%) 1.8 2.1 1.2 1.7 1.8
ROE (%) 3.6 4.2 2.2 3.1 3.3

Source: Company, Publicinvest Research estimates
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RATING CLASSIFICATION

STOCKS

OUTPERFORM The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months.

NEUTRAL The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months.

UNDERPERFORM The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months.

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but the
underlying fundamentals are not strong enough to warrant an Outperform call.

TRADING SELL The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months.

NOT RATED The stock is not within regular research coverage.

SECTOR

OVERWEIGHT The sector is expected to outperform a relevant benchmark over the next 12 months.

NEUTRAL The sector is expected to perform in line with a relevant benchmark over the next 12 months.

UNDERWEIGHT The sector is expected to underperform a relevant benchmark over the next 12 months.

DISCLAIMER

This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be
permitted by applicable law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of this
document. The views/opinions expressed herein are subject to change without notice and solely reflects the personal views of the analyst(s) acting in
his/her capacity as employee of Public Investment Bank Berhad (“PIVB”). PIVB does not make any guarantee, representations or warranty neither
expressed or implied nor accepts any responsibility or liability as to its fairness liability adequacy, completeness or correctness of any such
information and opinion contained herein. No reliance upon such statement or usage by the addressee/anyone shall give rise to any claim/liability for
loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, connected persons/employees, associates
or agents.

This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase or
subscribe or sell any securities, related investments or financial instruments. Any recommendation in this document does not have regards to the
specific investment objectives, financial situation, risk profile and particular needs of any specific persons who receive it. We encourage the
addressee of this document to independently evaluate the merits of the information contained herein, consider their own investment objectives,
financial situation, particular needs, risks and legal profiles, seek the advice of their, amongst others, tax, accounting, legal, business professionals
and financial advisers before participating in any transaction in respect of any of the securities of the company(ies) covered in this document.

PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may own or
have positions in the securities of the company(ies) covered in this document or any securities related thereto and may from time to time add or
dispose of, or may be materially interested in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related companies,
associates or agents do and/or seek to do business with the company(ies) covered in this document and may from time to time act as market maker
or have assumed an underwriting commitment in the securities of such company(ies), may sell them or buy them from customers on a principal basis,
may have or intend to accommodate credit facilities or other banking services and may also perform or seek to perform 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 document. The analyst(s) and associate analyst(s) principally responsible for the preparation of this document may participate in the solicitation
of businesses described aforesaid and would receive compensation based upon various factors, including the quality of research, investor client
feedback, stock pickings and performance of his/her recommendation and competitive factors. The analyst(s) and associate analyst(s) may also
receive compensation or benefit (including gift and company/issuer-sponsored and paid trips in line with the Bank’s policies) in executing his/her
duties. Hence, the addressee or any persons reviewing this document should be aware of the foregoing, amongst others, may give rise to real or
potential conflicts of interest.
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