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DESCRIPTION

A small cap builder with jobs mostly in infrastructure
and building construction.

12-Month Target Price RMO0.82
Current Price RMO0.74
Expected Return 11%
Market Main
Sector Construction
Bursa Code 5054
Bloomberg Ticker TRC MK
Shariah-compliant Yes
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52 Week Range (RM) 0.40-0.86
3-Month Average Vol (‘000) 606.2
SHARE PRICE PERFORMANCE
1M 3M 6M
Absolute Returns -4.5 8.0 -9.8
Relative Returns -4.8 -0.1 -14.2
KEY STOCK DATA
Market Capitalisation (RMm) 355.6
No. of Shares (m) 480.5
MAJOR SHAREHOLDERS
%
Sufri Bin Mohd Zain 34.7
Dato’ Leong Kam Heng 9.5
Lembaga Tabung Haji 9.4

Tan Siang Hing
T 603 2268 3016
F 603 2268 3014
E research@publicinvestbank.com.my
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Outperform

Above Expectations

TRC Synergy’s (TRC) 4QFY17 came in weaker at RM2.3m (-67.4% YoY, -77.7%
QoQ) due to higher unrealized foreign exchange loss (forex). Stripping out the forex
loss of RM7.4m, the Group’s FY17 net profit is at RM36.2m, which is 11% and 10%
above our and consensus full year estimates. Outstanding order book is still healthy in
excess of c.RM2.5bn. Key earnings drivers are from construction and property
divisions while other businesses such as manufacturing, energy and investment
holding incurred losses. Encouragingly, construction PBT margin was respectable at
€.6%. Maintain Outperform with unchanged TP of RMO0.82, pegged at c.11x of FY18

EPS.

§

Outstanding order book. We estimate the Group’s outstanding order book
to be in excess of RM2.5bn which is largely unchanged from a quarter ago,
ensuring earnings visibility for the next 2-3 years. Recent job wins include
LRT3 package (RM760.6m) and MRT2 package (RM348.3m, awarded to the
KKM-TRC consortium).

Ara Damansara property development project. The long-awaited Ara
Damansara property project is now believed to be at the last stages of
finalization, which consists of service apartments, hotel, office block and retail
mall. The first launch is now slated for 1H2018, from the 2H2017 planned
earlier. The total estimated GDV for the project is c.RM1bn. We understand
that the first phase is estimated to be c.RM300m.

KEY FORECAST TABLE

FYE Dec (RM m) 2016A 2017A 2018F 2019F 2020F CAGR (%)
Revenue 742.1 727.3 852.8 922.0 936.3 6.0
Operating Profit 31.2 39.0 62.5 69.1 70.9 22.8
Pre-tax Profit 34.8 455 48.5 53.9 54.5 11.9
Net Profit 29.9 284 36.9 41.0 41.4 8.5
EPS (Sen) 6.2 5.9 7.7 8.5 8.6 8.5
P/E (x) 11.9 12.5 9.6 8.7 8.6
DPS (Sen) 1.0 1.0 1.0 1.0 1.0
Dividend Yield (%) 14 1.4 1.4 14 1.4
Source: Company, Publicinvest Research estimates
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Table 1: Results Summar

EYE Dec (RM m) 4017
Revenue 178.9
Gross profit 23.2
EBIT 8.7
Pretax profit 9.1
Net profit 2.3

Source: Company, Publicinvest Research estimates
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KEY FINANCIAL DATA

INCOME STATEMENT DATA

FYE Dec (RM m) 2016A 2017A 2018F 2019F 2020F
Revenue 742.1 727.3 852.8 922.0 936.3
Gross Profit 55.2 77.3 85.7 91.9 94.3
Operating expenses -24.1 -38.4 -23.2 -22.8 -23.4
Operating Profit 31.2 39.0 62.5 69.1 70.9
Other Gains / (Losses) 9.0 115 -6.9 -8.1 -9.3
Finance Costs -5.3 -4.9 -7.0 -7.0 -7.0
Pre-tax Profit 34.8 45.5 48.5 53.9 54.5
Income Tax -4.9 -17.1 -11.6 -12.9 -13.1
Effective Tax Rate (%) 14.0 37.7 24.0 24.0 24.0
Minorities 0.0 0.0 0.0 0.0 0.0
Net Profit 29.9 28.4 36.9 41.0 41.4
Growth

Revenue (%) -3.7 -2.0 17.3 8.1 1.6
Gross Profit (%) 9.0 40.0 10.8 7.3 2.7
Net Profit -2.6 5.1 30.0 111 1.1

Source: Company, Publiclnvest Research estimates

BALANCE SHEET DATA

FYE Dec (RM m) 2016A 2017A 2018F 2019F 2020F
Property, Plant & Equipment 47.1 82.8 58.0 63.0 68.0
Cash and Cash Equivalents 120.6 121.6 122.6 123.6 124.6
Receivables 236.8 285.3 250.6 284.7 291.8
Other Assets 387.3 290.6 298.6 310.6 330.2
Total Assets 791.8 780.2 729.9 781.9 814.6
Payables 174.0 221.1 147.6 1725 177.6
Borrowings 200.0 200.0 200.0 200.0 200.0
Retirement Benefits 0.0 0.0 0.0 0.0 0.0
Other Liabilities 31.6 -45.9 -47.5 -49.0 -50.4
Total Liabilities 405.6 375.2 300.1 3235 327.1
Shareholders’ Equity 386.1 405.0 429.7 458.4 487.4
Total Equity and Liabilities 791.8 780.2 729.9 781.9 814.6

Source: Company, Publicinvest Research estimates

PER SHARE DATA & RATIOS

FYE Dec 2016A 2017A 2018F 2019F 2020F
Book Value Per Share 0.8 0.8 0.9 1.0 1.0
NTA Per Share 0.8 0.8 0.9 1.0 1.0
EPS (Sen) 6.2 5.9 7.7 8.5 8.6
DPS (Sen) 1.0 1.0 1.0 1.0 1.0
Payout Ratio (%) 16.1 16.9 13.0 11.7 11.6
ROA (%) 3.8 3.6 5.1 5.2 5.1
ROE (%) 7.7 7.0 8.6 8.9 8.5
Source: Company, Publiclnvest Research estimates
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RATING CLA

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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