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Chip Eng Seng Corp BUY

Construction “  Chip Eng Seng reported a 4.5% hoh growth in net profit despite a 15.6% drop in
revenue to $74.7m. The results were largely achieved through higher residential

1HFY04 Results development contributions.

Date — 5 Aug 04 Residential development contributions of $2.1m came mainly from the fully sold

STI Index — 1,903.85 One Fort condominium at an average $690psf. In addition, associate contributions
were higher to $2.8m with progressive billings from the 30% owned Grandeur 8 project
Price S$0.12 in Ang Mo Kio. The 579 unit project is almost fully sold at an average $480psf.

Although construction profit was lower when compared to a year ago, it was
higher on a hoh basis to $3.3m. Weak market conditions as well as a competitive
operating environment in construction sector continued to erode profitability.

CESE.SI " Outlook remains positive as progressive billings from One Fort and Grandeur 8

CHIP SP will continue to drive earnings growth over the next 2 years. The recent launch of
Riviera Residence and the scheduled offering of Shanghai Rd site in Sep/Oct will

LOCK Mun Yee provide further earnings visibility. With a current attributable landbank of 206000sf of

+65 6336 3666 GFA, the group’s earnings stream should remain strong over the next 2 years. In

lockmy@kimeng.com addition, with $177m worth of new construction orders secured in 1H04, this division
should contribute to bottomline.

Maintain BUY as the stock is currently trading at an inexpensive 7.9x FY04 PE

multiple.
Pre-tax Net EPS Div Net
Year to Sales Profit Profit EPS Growth PER P/CF Yield Margin ROE ROA
31st Dec ($m) $m)  ($m) (cts) (%) X) X) (%) (%) (%) (%)
2002 176.0 6.5 4.0 0.8 113.2 14.9 181.2 6.3 2.3 7.2 2.3
2003 159.8 11.3 8.5 1.6 34.0 7.3 8.9 16.7 5.3 13.9 51
2004F 148.7 12.2 9.3 1.5 43.0 7.9 10.1 16.7 6.2 134 4.6
2005F 175.0 14.2 10.8 1.8 47.0 6.8 8.6 16.7 6.2 14.9 4.9
2006F 216.4 18.7 14.3 2.3 58.0 5.1 6.6 16.7 6.6 18.0 6.0
Market Cap: US$43.2m .
6M avg. dly vol : US$0.1m 3\,60(;8?500 Pg_%el
Beta vs Index 0.75x L 0.19
Est free float : 36.195| 25000000 - L 017
Book NAV S$0.114| 20000000 A | 0'15
P/Bk 1.05x '
Net -debt or +cash $25.4m | 15000000 1 r0.13
Gearing (%) 36.7%| 10000000 - 011
Options/Wrrmts/CB Yes| 000000 - 0.09
Major shareholder: Lim family (67.8%) - 0.07
Pheim Asset 0 + e e 0.05
Management (4.7%) 52288883888888383%
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Earnings Breakdown Profit and loss
YE Dec (S$ m) 1H04 2H03 %chg 1H04 1HO03 YE Dec (S$ m) 2002 2003 2004E 2005E 2006E
Revenue 74.7 885 -15.6 46.8 71.3 Sales 176.0 159.8 1487 1750 2164
PBT 5.8 5.8 0.0 5.8 5.6 Cost of goods sold 167.3 1458 1343 158.2 1955
Taxation -1.2 1.4 -143 -1.2 -1.4 Gross Profit 8.7 13.9 14.4 16.8 20.9
Mi -0.01  -0.01 0.0 -0.01 -0.09 Operating expenses 4.3 4.4 5.0 5.5 6.0
Net profit 4.6 44 +45 4.6 4.1 Operating Profit 45 9.5 94 113 149
Source: Company data Net interest -0.1 -0.2 0.0 -0.1 -0.2
. Interest income 0.0 0.0 0.3 0.2 0.3
Interest expense 0.1 0.2 0.3 0.4 0.4
Net investment income/(loss) 0.3 0.7 0.0 0.0 0.0
Balance Sheet Net other non-op. JV+Assoc. 48 27 28 31 40
YE Dec (S$ m) 2002 2003 2004E 2005E 2006E Net exceptionals -3.0 -1.4 0.0 0.0 0.0
Total assets 169.4 168.3 2014 2216 238.2 Pretax income 65 113 122 142 187
Current assets 1340 1328 1640 1815 1948 Income taxes 2R 27EECZE 3.2
Cash & ST investment 132 32 100 150 180 Minority Interest OO Olpuol 0.1 pmugoct
Development properties 499 597 743 805 933 Net profit 40 CONEYS 108 M3
Accounts receivable 35.4 33.0 37.3 43.0 48.5 EBITDA . 5.6 107 104 122 159
Others 35.5 36.8 33.4 43.0 35.0 EPS(Scts) — fully diluted 0.8 1.6 1.5 1.8 2.3
Other assets 354 355 374 40.1 43.4 Source: Company data, Kim Eng estimates
LT investments 9.6 10.8 12.7 15.0 17.8
Investment properties 245 24.0 24.0 244 24.9
Others 1.3 0.7 0.7 0.7 0.7
Total liabilities 1147 1072 1321 149.0 158.7
Current liabilities 900 822 944 1136 1202 Cashflow
Accounts payable 79.7 717 83.5 95.3 95.9 YE Dec (S$ m) 2002 2003 2004E 2005E 2006E
ST borrowings [ OOEEENCO  15.0pe20o0 Operating cash flow 270 129 39 65 12
Others ___ B CONEEER. SRR Net Profit 40 85 93 108 143
Long-term liabilities 24.7 25.0 37.7 354 385 Depreciation & amortisation 11 1.2 1.0 1.0 1.0
Long-term debts 247 247 374 35.0 38.0 Change in working capital -49.0 -16.2 -0.7 1.0 -8.3
Others , 0.0 0.3 0.3 0.4 0.5 Others 168 64 56 63  -82
Shareholder's equity 54.7 61.1 69.3 72.7 79.5 Investment cash flow 23 0.2 04 04 04
Paid-in capital 24.5 24.6 30.3 30.3 30.3 Net capex 1.2 05 0.1 0.1 0.1
Reserve 301 36.5 38.9 424 49.2 Change in LT investment -1.1 -0.6 -0.5 -0.5 -0.5
Net tangible asset 54.7 61.1 69.3 72.7 79.5 Change in other assets 0.0 0.0 0.0 0.0 0.0
Source: Company data, Kim Eng estimates Cash flow after invt. -29.3  -13.1 3.5 6.1 -1.6
Financing cash flow 23.8 1.0 13.4 -2.3 0.1
Change in share capital 0.1 0.2 5.7 0.0 0.0
Net change in debt 26.0 3.8 14.2 5.6 8.0
" Change in other LT liab. -2.3 -3.1 -6.5 -7.9 -7.9
Key ratios Net cash flow 55  -12.1 16.9 3.8 -1.5
YE Dec (S$ m) 2002 2003 2004E 200SE _2006E Source: Company data, Kim Eng estimates
Growth (% YoY)
Sales 25.4 -9.2 -6.9 17.6 23.7
OoP 39.4 1133 -0.7 19.4 323
EBITDA 48.8 91.4 -2.7 17.8 29.9 -
NP 116.7 1145 89 17.1 32.3 Val uation
EPS f132 104 3WEES0 171 EEEC23 YE Dec (S$m) 20022003 2004E_ 2005 2006E
Profitability (%) Enterprise Valuations
Gross margin SONEEY  SUEEEE 90 NOPLAT 43 116 124 147 193
Operating margin 25  SONEENGS 5.4 GO Inv Cap 2449 2432 2553 287.6 309.1
EBITDA margin 3.2 6.7 7.0 7.0 7.3 ROIC (%) 78 6.5 6.7 7.9 9.2
Net Profit margin 2.3 5.3 6.2 6.2 6.6 WACC (%) 59 57 56 56 54
ggé 53 12-3 13-2 13-8 12-8 Economic Profit 47 132 77 75 118
— - . . . . Free CF 55 -691 106 297 275
Stability _ EV 71.9 1,287.9 1,459.1 1,302.6 1,171.9
Gross debt/equity (%) 47.6 49.5 64.1 68.7 72.9 EV/EBITDA (X) 24.6 27 28 22 18
Net debt/equity (%) 235 44.3 36.7 48.1 50.3 EVA Spread 19 0.9 1.0 23 37
Int. coverage (X) 51.2 432 1084 1295 1713
Int. & ST debt coverage (X) 3.1 16 13 0.7 0.7 Source: Company data, Kim Eng estimates

Cash flow int. coverage (X) -310.6  -58.8 12.2 18.0 -2.8
Cash flow int. & ST debt (X) -19.1 -2.2 0.5 0.4 -0.1

Current ratio (X) 15 1.6 1.7 1.6 1.6
Quick ratio (X) 1.3 1.0 1.2 11 1.0
Net debt (S$m) 129 271 254 350  40.0
Per share data (S$)

EPS — fully diluted 0.8 1.6 1.5 1.8 2.3
CFPS 0.1 1.3 1.2 1.4 1.8
BVPS 11.1 11.8 11.3 11.9 13.0
SPS 35.7 30.9 24.3 28.6 35.3
EBITDA/share 1.1 2.1 1.7 2.0 2.6
DPS 0.8 2.0 2.0 2.0 2.0

Source: Company data, Kim Eng estimates
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Disclaimer

The information, tools and material presented herein are provided for informational purposes only and are not to be used or considered as
an offer or a solicitation to sell or an offer or solicitation to buy or subscribe for securities, investment products or other financial
instruments, nor to constitute any advice or recommendation with respect to such securities, investment products or other financial
instruments. This research report is prepared for general circulation. It does not have regard to the specific investment objectives, financial
situation and the particular needs of any specific person who may receive this report. You should independently evaluate particular
investments and you should consult an independent financial adviser before making any investments or entering into any transaction in
relation to any securities mentioned in this report.

The information, tools and material presented herein are not directed at, or intended for distribution to or use by, any person or entity who is
a citizen or resident of or located in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable
law or regulation or which would subject Kim Eng Holdings Limited and its subsidiaries (the “Kim Eng Group”) of companies and/or its
subsidiaries or affiliates (collectively “Kim Eng”) to any registration or licensing requirement within such jurisdiction.

Information and opinions presented in this report have been obtained or derived from sources believed by Kim Eng to be reliable, but Kim
Eng makes no representation as to their accuracy or completeness and Kim Eng accepts no liability for loss arising from the use of the
material presented in this report where permitted by law and/or regulation. This report is not to be relied upon in substitution for the
exercise of independent judgment. Kim Eng may have issued other reports that are inconsistent with, and reach different conclusions from,
the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who
prepared them.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied, is made regarding future performance.

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated
investors who are capable of understanding and assuming the risks involved. The market value of any structured security may be affected
by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange rates), time to
maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a
structured product should conduct its own investigation and analysis of the product and consult with its own professional advisers as to the
risks involved in making such a purchase.

Disclosure

Kim Eng and its employees may, to the extent permitted by law, participate or invest in financing transactions with the issuer(s) of the
securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or holding, or other
material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. Kim Eng is the only
designated market maker of the exchange-traded fund streetTRACKS Straits Times Index Fund. In addition, the Group reserves the right to
make markets in securities that may or may not be mentioned in the material presented in this report. Kim Eng may, to the extent permitted
by law, act upon or use the information presented herein, or the research or analysis on which they are based, before the material is
published. Kim Eng may have, within the last three years, served as manager or co-manager of a public offering of securities for, or
currently may make a primary market in issues of, any or all of the entities mentioned in this report or may be providing, or have provided
within the previous 12 months, significant advice or investment services in relation to the investment concerned or a related investment.

As of date of research report, Kim Eng Securities Pte. Ltd holds a position in Chip Eng Seng. And the covering research analyst(s) do not
hold any position in the researched security(ies).

This research report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and
the particular needs of any specific person who may receive this report. The information contained herein is believed to be reliable, its
completeness and accuracy is however not guaranteed. Opinions expressed in this report are subject to change without notice, and no
part of this publication is to be construed as an offer, or solicitation of an offer to buy or sell any securities or financial instruments whether
referred therein or otherwise. We do not accept any liability whatsoever whether direct or indirect that may arise from the use of
information contained in this report. Any transactions by US persons in any security discussed in this report must be carried out through
Kim Eng Securities (USA) Inc which has distributed this report in the USA. In addition, this document has been distributed in the UK for
information only and circulated only to existing customers of Kim Eng, who are not private customers as classified under FSA's Rules.

Kim Eng is a participant in the SGX Research Scheme for this stock. We receive $4000 in remuneration per company per year for the
coverage of stocks participating in this scheme.

w KIM ENG



w KIM ENG

Singapore

Kim Eng Securities Pte Ltd
9 Temasek Boulevard
#39-00 Suntec Tower 2
Singapore 038989

Tel: +65 6336 9090
Fax: +65 6339 6003

David SYMONS (sales)
dsymons@kimeng.com

LAU Wai Kwok (sales)
lauwk@kimeng.com

SEAH Hiang Hong (research)
seahhh@kimeng.com

London

Kim Eng Securities (London) Ltd
6/F, 20 St. Dunstan’s Hill

London EC3R 8HY, UK

Tel: +44 20 7621 9298
Dealers’ Tel: +44 20 7626 2828
Fax: +44 20 7283 6674

David PIRKIS (sales)
dpirkis@kimeng.co.uk

Geoff HO (sales)
gho@kimeng.co.uk

James JOHNSTONE (sales)
jjohnstone@kimeng.co.uk

New York

Kim Eng Securities USA Inc
406, East 50" Street

New York, NY 10022, U.S.A.

Tel: +1 212 688 8886
Fax: +1 212 688 3500
Lynda KOMMEL-BROWNE (sales)

Ikommel@kesusa.com

Lucy CHUAH (sales)
Ichuah@kesusa.com

Taiwan

Yuanta Core Pacific Securities
11/F, No 225, Nanking East Rd
Section 3

Taipei, Taiwan

Tel: +886 2 2717 6391
Fax: +886 2 2545 6394

Gary CHIA (sales)
Gary.chia@yuanta.com.tw

Matthew SUTHERLAND (research)
matthew.sutherland@yuanta.com.tw

Hong Kong

Kim Eng Securities (HK) Ltd
Room 1901, Bank of America Tower
12 Harcourt Road

Central, Hong Kong

Tel: +852 2268 0800
Fax: +852 2877 0104

Andrew PEARSON (sales)
apearson@kimeng.com.hk

Ray LUK (sales)
rluk@kimeng.com.hk

Eva CHU (research)
echu@kimeng.com.hk

Thailand

Kim Eng Securities (Thailand)
Public Company Limited
10/F, Mercury Tower

540 Ploenchit Road,

Bangkok 10330, Thailand

Tel: +66 2 658 6300
Fax: +66 2 658 6384

Vikas KAWATRA (sales)
vkawatra@kimeng.co.th

Jason YORK (sales)
jason@kimeng.co.th

James MOSS (research)
james.moss@kimeng.co.th

Indonesia

PT Kim Eng Securities
9/F, Deutsche Bank Bldg
JI. Imam Bonjol 80
Jakarta 10310, Indonesia

Tel: +62 21 3983 1360
Fax: +62 21 3983 1361

Kurnia SALIM (sales)
ksalim@kimeng.co.id

Baradita KATOPPO (research)
bkatoppo@kimeng.co.id

Philippines

ATR-Kim Eng Securities Inc.
17/F, Tower One & Exchange Plaza
Ayala Triangle, Ayala Avenue
Makati City, Philippines 1200

Tel: +63 2 849 8888
Fax: +63 2 848 5738

Lorenzo ROXAS (sales)
lorenzo_roxas@atr.com.ph

Luz LORENZO (research)
luz_lorenzo@atr.com.ph

Malaysia

Kim Eng Research Sdn Bhd
16/F, Kompleks Antarabangsa
Jalan Sultan Ismail

50250 Kuala Lumpur, Malaysia

Tel: +603 2141 1555
Fax: +603 2141 1045

YEW Chee Yoon (research)
cheeyoon@kimengkl.com

South Asia Sales Trading
Viren SHAH

shahvp@kimeng.com

Tel: +65 6333 5775

US Toll Free: +1 866 406 7447

North Asia Sales Trading
Andy CLARKE
clarkey@kimeng.com.hk

Tel: +852 2869 0845

US Toll Free: +1 866 598 2267

Our reports are available at www.research.kimeng.com, Bloomberg, Reuters, First Call and Multex.

S

Seah Hiang Hong

Head nf Racearch

Singapore Equity Research




