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A Good Start to 2009  
TRC informed Bursa Malaysia yesterday that it had received a RM218m job to 
construct a maritime college in Kuantan, Pahang. This boosts TRC’s orderbook to 
about RM800m. The company’s forward catalysts include a strong flow of jobs, 
improving margins and positive results from its O&G feasibility study. Our 
estimates are unchanged and we maintain a BUY with a target price of RM1.55.  
 

 

Stock Profile/Statistics    
 

Bloomberg Ticker  TRC MK Equity 
KLCI 890.28 
Issued Share Capital  (m) 189.46 
Market Capitalisation (RMm) 214.09 
52 week H | L Price (RM) 2.02 0.86 
Average Volume (3m) ‘000 54.10 
YTD Returns (%) 0.14 
Net gearing (x) -0.54 
Altman Z-Score  3.64 
ROCE/WACC 1.63 
Beta  (x) 0.94 
Book Value/share (RM) 1.33 

 
Major Shareholders (%) 
Yap Yon Tai 14.1 
TRC Capital SB 13.1 
Kolektif Aman SB 12.8 

 
Share Performance  (%) 
Month Absolute   Relative  
1m 15.9    14.1   
3m 15.9    15.4   
6m (15.8)   4.5   
12m (42.6)   (9.8)  
 
 
6-month Share Price Performance  
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Starting off well. Yesterday TRC announced on Bursa that it had been awarded a 
RM218m job from the Public Works Department. The project involves building a maritime 
college in Kuantan, Pahang. The site possession is expected to take place by the end of 
the month and the job is scheduled for completion by January 2011. We understand that 
the job was secured on a selective tender basis.  
 
Healthy orderbook. TRC’s current orderbook balance stands at approximately RM800m 
after taking into account this recent job. We like TRC for its strong orderbook 
replenishment. To recap, the company managed to secure > RM500m worth of jobs in 
FY08. Management has guided for an orderbook replenishment of RM500m for FY09 but 
our assumptions are more conservative at RM300m. The possibility of beating our 
assumptions is high as this recent job already fulfils 73% of our FY09 target.  
 
Improving margins. We believe margins are likely to improve moving into FY09 as (i)
raw material prices have come off from the peak, (ii) some Variation of Price (VOP) 
claims for FY08 are likely to be received in FY09, and (iii) loss provisions on its 
development side had been fully provided for in FY08.   
 
Boost by mid-2010. TRC’s 26% associate PetroBru is currently conducting a detailed 
feasibility study to operate a refinery which should be completed by mid-2009. If results 
prove viable, construction of the infrastructure portion should commence by mid-2010. 
The infrastructure portion is estimated to be worth at least US$500m.  
 
Maintain BUY. There are minimal changes to our earnings forecast as we had already 
accounted for this job via our orderbook replenishment assumption. The stock’s 
valuations at 5x–6x FY08–10 earnings are rather undemanding, in our view. Our RM1.55 
TP is based on a 7x multiplier to its 12-mth rolling earnings. Maintain BUY.   
 

  

 
TRC is primarily involved in construction and is 
also venturing into O&G.    

 
  
FYE Dec (RMm) FY06 FY07 FY08f FY09f FY10f

FY06 FY07 FY08f FY09fTurnover         225.7         422.2          637.5          677.1         548.3 
EBITDA           24.8           51.4            71.0            78.1           66.2 
Net Profit           10.5           30.0            46.0            52.1           43.3 
% chg YoY 301.1% 185.6% 53.0% 13.4% -16.9%
Consensus             45.9            48.9           42.0 
EPS (sen)^             4.7           13.6            20.8            23.5           19.5 
DPS (sen)^             1.0             3.4              5.2             5.9             4.9 
Div Yield  0.9% 3.0% 4.6% 5.2% 4.3%
ROE 8.3% 17.0% 19.2% 18.8% 13.9%
ROA 3.7% 8.9% 11.2% 11.2% 8.6%
PER (x)           23.8             8.3              5.4              4.8             5.8 
P/BV (x)             1.9             1.1              1.0              0.8             0.8 
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  EARNINGS FORECAST 

   
 
 

FYE Dec (RMm) FY06 FY07 FY08f FY09f FY10f
Turnover 225.7 422.2 637.5 677.1 548.3
EBITDA 24.8 51.4 71.0 78.1 66.2
PBT 13.1 41.7 63.0 70.4 58.5
Net Profit 10.5 30.0 46.0 52.1 43.3
EPS (sen) 4.7 13.6 20.8 23.5 19.5
DPS (sen) 1.0 3.4 5.2 5.9 4.9
    
Margin   
EBITDA 11.0% 12.2% 11.1% 11.5% 12.1%
PBT 5.8% 9.9% 9.9% 10.4% 10.7%
Net Profit 4.7% 7.1% 7.2% 7.7% 7.9%
    
ROE  8.3% 17.0% 19.2% 18.8% 13.9%
ROA 3.7% 8.9% 11.2% 11.2% 8.6%
    
Balance Sheet    
Fixed Assets 41.7 57.1 54.1 51.1 50.1
Current Assets 247.5 326.6 384.7 440.1 463.9
Total Assets 289.1 383.7 438.7 491.1 514.0
Current Liabilities 114.3 110.3 126.1 134.3 119.0
Net Current Assets 133.2 216.3 258.5 305.8 345.0
LT Liabilities 43.0 50.8 55.5 60.7 66.4
Shareholders Funds 131.9 222.6 257.1 296.2 328.6
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OSK Research Guide to Investment Ratings  
  
Buy: Share price may exceed 10% over the next 12 months  
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain 
Neutral: Share price may fall within the range of +/- 10% over the next 12 months  
Take Profit: Target price has been attained. Look to accumulate at lower levels  
Sell: Share price may fall by more than 10% over the next 12 months 
Not Rated: Stock is not within regular research coverage 
 
All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed 
will be subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or 
financial instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment 
decision-making based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest 
and/or underwriting commitments in the securities mentioned. 
 
 
All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from OSK Research.  
Published and printed by :- 
 
OSK RESEARCH SDN. BHD.  (206591-V) 
(A wholly-owned subsidiary of OSK Investment Bank  Berhad) 

   
                    Chris Eng 
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