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A good proxy to Sarawak mega infrastructure projects

Company description: TRC Synergy (listed in Aug
2002) is mainly involved in the construction, property
development and hospitality businesses.
Technical Risk Profile
Low Risk

Moderate Risk

High Risk

As construction contract awards are expected to gain tractions in the mid to
long term to kickstart the economy, TRC is a laggard play to mega projects
revival in Peninsular Malaysia and also well-positioned for infrastructure boom
in Sarawak (ahead of the state elections in Sept 2021), given its unique UPK
licence and a strong 30 years of business presence. Valuations are
undemanding at 5.7x (ex-cash 3.4x) FY20 PE (41% discount to its peers) and
0.71x P/B (44% lower than its peers), supported by strong outstanding order
book of RM2.6bn (could last for the 3-4 years), solid balance sheet with RM0.25
net cash/share (39% of share price) and attractive 4.7-5.5% yields for FY20-21.
Technically, the stock is poised for a flag breakout before moving higher to
RM0.685-0.765 zones.
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The investment case. The bases of our investment case for TRC are:
1) A “down-to-earth” contractor founded in 1980s with proven track record of
execution capabilities and expertise. TRC’s strength lies in airport/seaport/marine
base, rail infrastructures, specialised building, roads and highways jobs. TRC had
completed over RM8bn value of contracts and is currently tendering over RM2bn of
construction contracts.
2) Strong Sarawak presence. TRC has an additional appeal vis-à-vis its peers in
West Malaysia as it is a good proxy to the infrastructure spending boom in East
Malaysia, given its status as a Unit Pendaftaran Kontraktor Negeri Sarawak (UPK)
registered contractor (issued by Sarawak state and this is a pre-requisite to bid for the
state projects) and a strong presence of more than 30 years of business presence in
Sarawak.
3) Potential projects in Sarawak include: i) Coastal Road Project (RM11bn), ii) 2nd
Trunk Road Project (RM6bn), iii) Water Grid Project (RM8bn). Overall, we expect
momentum of project flows in Sarawak to gain traction ahead of the next state
elections which must be held before Sept 2021. Funding is available for
implementation of these projects and is expected to come from Sarawak’s state
reserves (c.RM31bn) which may insulate the projects from risk of reduction of federal
government spending.
Property segment. Property development earnings and recurring income from the
hospitality business in Melbourne are set to complement the group’s core construction
business. For domestic property division, TRC is currently involved in the Transit
Oriented Development (TOD) project at Ara Damansara LRT Station (RM1.1bn)
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known as Ara Residence. In Australia, its ongoing property development projects are
for Springridge Estate at Wallan, Australia (RM525m) and upcoming Bridge Road
project in Melton, Australia (RM148m). TRC also has a 100%-stake in Element by
Westin Hotel in Richmond, Melbourne, Australia. This 168-room hotel is valued at
RM195m and has a 12-year lease agreement with Marriott International.
Undemanding valuations with solid balance sheet and order book. TRC is
currently trading at undemanding 5.7x (ex-cash 3.4x) FY20 PE (41% discount to its
peers) and 0.71x P/B (44% lower than its peers), supported by a strong outstanding
order book of RM2.6bn which could last for the next 3-4 years. Moreover, TRC’s
balance sheet is sound with a net cash of RM123m at as 31 Mar 2019, translating to
RM0.25/share (39% to share price) and helped TRC to consistently paying out more
than 30% of net profit to shareholders.
Pending a flag breakout. Following the successful triangle breakout in March, TRC
surged to a 52-week high at RM0.765 (22 Apr) before correcting 17% on profit taking
at RM0.635 yesterday. We believe a bullish flag pattern is in the offing after 10 weeks
of consolidation. When the trendline resistance near RM0.65 on the flag breaks, it is
likely to trigger a next upleg towards RM0.685 (61.8% FR) before reaching our LT
objective at RM0.765. Conversely, failure to break above RM0.65 will witness a
retracement back towards RM0.61 (23.6% FR) and RM0.60 psychological levels. Cut
loss at RM0.59.
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Disclaimer
The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.
Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for any
direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication.
Any information, opinions or recommendations contained herein are subject to change at any time without prior notice. Hong Leong Investment Bank Berhad has no
obligation to update its opinion or the information in this report.
Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the
appropriateness of investing in any securities or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represents a personal
recommendation to you.
Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.
Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employees may, from time to time, own, have positions
or be materially interested in any securities mentioned herein or any securities related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securities and provide advisory, investment or other services for or do business with any companies or entities mentioned in this report. In
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests.
This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. All
materials presented in this report, unless specifically indicated otherwise, are under copyright to Hong Leong Investment Bank Berhad. This research report and its contents
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, directly or indirectly, to any person or published in whole or in part, or altered in
any way, for any purpose.
This report may provide the addresses of, or contain hyperlinks to websites. Hong Leong Investment Bank Berhad takes no responsibility for the content contained therein.
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are provided solely for your convenience.
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong
Investment Bank Berhad website shall be at your own risk.
1. As of 04 July 2019, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:
(a) -.
2. As of 04 July 2019, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report:
(a) -.
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Stock rating guide
BUY
HOLD
SELL
UNDER REVIEW
NOT RATED

Expected absolute return of +10% or more over the next 12 months.
Expected absolute return of -10% to +10% over the next 12 months.
Expected absolute return of -10% or less over the next 12 months.
Rating on the stock is temporarily under review which may or may not result in a change from the previous rating.
Stock is not or no longer within regular coverage.

Sector rating guide
OVERWEIGHT
NEUTRAL
UNDERWEIGHT

Sector expected to outperform the market over the next 12 months.
Sector expected to perform in-line with the market over the next 12 months.
Sector expected to underperform the market over the next 12 months.

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other qualitative
measures and situational aspects will also be considered when arriving at the final stock rating. Stock rating may also be affected by the market capitalisation of the indiv idual
stock under review.
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