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Investment Highlights 
Construction segment impacted by S$9.1m foreseeable losses in 3Q08 
The S$9.1m provision provided for in 3Q08 came on top of the S$12.3m already provided for in 
FY07. According to management, the provision was mainly for The Parc and The Suite@Central 
development projects, which was hit by higher than the projected construction cost.  
 

Updates on property development projects 
1. Grange Infinite and CityVista Residences slightly delayed by difficult ground 

conditions but still on track for delivery. In our 2Q08 results update, we mentioned that 
the Group recognised 20% upfront upon signing S&P agreement for CityVista Residences, 
The Parc and Grange Infinite, in line with the Group’s revenue recognition policy in FY07. 
We believe The Parc is on track to meet our forecast of cumulative 35% completion by end 
of FY08. Our discussion with management revealed that Grange Infinite and CityVista 
Residences development projects were slightly delayed by difficult ground conditions but is 
on track for delivery in FY10F. We expect minimal contribution from Grange Infinite and 
CityVista as the 20% construction progress hurdle rate is unlikely to be crossed. We push 
back our recognition forecast to cumulative 60% completion, from 65% previously, for the 
two projects by end of FY09F.  

2. Removal of sales assumed for the remaining unsold 32 CityVista Residences units. 
We previously assumed 100% sales of CityVista’s remaining 32 unsold units in FY08. 
However, in view of the weak property market, we have removed sales from these units.  

3. Waiting for window opportunities to launch Elias Road development. We understand 
from management that Elias Road will be launch-ready by 1Q09. As the project targets are 
the mass market, management is fairly optimistic that there will be window opportunities to 
launch the project in FY09. To be conservative, we have removed contribution from Elias 
Road development from our earnings forecast.  

  

Earnings cut by 39.6~19.7% to S$44.2~67.6m for FY08~09F respectively 
1. Revenue cut by 6.9~8.4% for FY08~09F respectively. We cut our FY08F top line 

forecast by 6.9% to S$346.8m as we reduced construction revenue contribution from 
Grange Infinite and CityVista Residences due to construction delays encountered by Chip 
Eng Seng. We cut our FY09F top line forecast by 8.4% to S$336.1m, mainly due to removal 
of Elias Road development contribution and partly offset by increased in construction 
revenue contribution from Grange Infinite and CityVista Residences. 

2. Gross profit cut by 32.4~22.2% for FY08~09F respectively. We reduced our FY08F 
forecast by 32.4% to S$17.0m, after taking into account the unexpected S$9.1m provision 
for foreseeable losses recorded in 3Q08. We further cut FY09F’s gross profit by 22.2% to 
S$5.1m as we forecast a conservative gross profit margin for construction projects.  

3. Share of profits from associated companies cut by 39.0~21.0% for FY08~09F 
respectively. We cut our FY08F forecast by 39.0% to S$40.6m, due to delay in 
construction of Grange Infinite and CityVista Residences development projects, resulting 
minimal contribution as the 20% hurdle rate is unlikely to be crossed. In addition, we 
removed sales assumed for the remaining unsold 32 CityVista Residences units, leading to 
lower profit contribution in FY08~09F. 

 

Valuation & Recommendation 
Maintain BUY recommendation with price target revised to $0.20. We continue to value 
CES using sum-of-the-parts valuation method, valuing its property developments and 
construction business. We have revalued all of CES’s unsold development projects at lower 
than recently transacted price to assume 100% sales in current market. We rolled forward and 
revised our earnings multiples, due to reduced contract win visibility, to 3x FY09F construction 
earnings from 5x FY08F previously. We further apply 60% discount factor to SOTP valuation, 
taking into account risk of buyers on deferred payment scheme defaulting, deriving our price 
target of S$0.20. 
 

Financial snapshot 
FYE: Dec (S$’m) FY06 FY07 FY08F FY09F 
Revenue (S$ ‘m) 165.1 201.2 346.8 336.1 
Gross profit  (S$ ‘m) 12.6 0.6 17.0 5.1 
Net profit  (S$ ‘m) 14.7 50.3 44.2 67.6 
EPS (Sg cts) 2.4 7.5 6.6 10.1 
EPS growth (%) 30.5 210.9 (12.2) 52.9 
P/E (x) 7.0 2.3 2.6 1.7 
P/B (x) 1.2 0.7 0.6 0.4 
ROE (%) 16.5 31.4 22.0 26.3 

Source: Company data; Westcomb research  
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Valuation Table 

 
GFA 
(sf) 

Stake 
(%) 

Sold 
(%) Tenure 

Valuation 
(S$psf) 

Capital 
Value 

Gain/ 
(Loss) 

Investment Properties      (S$'000) (S$'000) 
Market Value of Investment properties     30,706  
Book value of investment properties @31 Dec 2007   (30,706) - 
        
Development Properties        
NPV of development profits       

Ventuno Balmoral 50,012 100 100 FH 1,350 15,627  
Elias Road Development 456,162 100 0 99yr 550 (497)  
Suite @ Central 223,028 40 100 FH 1,300 13,638  
CityVista Residences 156,644 50 54 FH 2,239 40,331  
The Parc 899,841 50 94 FH 862 70,095  
Grange Infinite 175,803 25 100 FH 2,800 27,448  

Surplus from Singapore residential development properties   166,642 
Surplus from Vietnam residential development properties   1,899 
        
Construction Income        
3x FY08F Earnings       1,064 
        
Total Gain/(Loss)       169,605 
NAV (as at 31 Dec 2007)       160,272 
Total Valuation       329,877 
        
Total Shares issued ('000)       667,514 
SOTP valuation per share       0.49 
Target price after 60% discount to SOTP valuation    0.20 

Source: Company data; Westcomb research  
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Financial Ratio 
Income Statement, FYE 31 
Dec      Balance Sheet, as at 31 Dec    
 S$ 'm FY06 FY07 FY08F FY09F   S$ 'm FY06 FY07 FY08F FY09F 

Revenue 165.1 201.2 346.8 336.1  Property, Plant & Equipment 1.2 2.3 3.1 3.3 

COGS (152.4) (200.5) (329.9) (331.0)  Others 94.8 201.6 236.2 245.0 

Gross Profit 12.6 0.6 17.0 5.1  Non Current Assets 96.1 203.9 239.3 248.3 

Operating  Expenses (5.9) (9.9) (11.6) (12.0)       

Other  Income 1.5 8.4 0.3 0.3  Property held for sale 19.8 14.2 7.1 7.8 

Operating Profit 8.2 (0.9) 5.7 (6.6)  Contracts in progress 10.0 10.6 11.1 11.7 

Share of profits from assoc 8.3 51.9 40.6 76.2  Development properties 46.5 30.1 185.0 148.0 

Net Interest income 0.2 1.6 2.5 2.5  Trade and other debtors 30.4 50.6 66.3 61.3 

Profit before tax 16.7 52.6 48.7 72.1  Cash and cash equivalents 13.1 22.5 15.6 38.2 

Income Tax (2.0) (2.3) (4.5) (4.6)  Total Current Asset 119.7 128.0 285.2 266.9 

Net Profit 14.7 50.3 44.2 67.6       

Minority Interest 0.0 0.0 0.0 0.0  Trade creditors 46.6 65.6 97.2 102.6 

PATMI 14.7 50.3 44.2 67.6  Bank borrowings 56.1 5.0 115.0 126.5 

      Others 7.5 20.0 21.3 22.2 

EPS (Sg cts) 2.4 7.5 6.6 10.1  Total current liabilities 110.2 90.7 233.5 251.3 

DPS  (Sg cts) 1.5 1.8 0.8 2.0       

Book Value per share  (Sg cts) 14.7 24.0 30.0 38.5  Bank borrowings 16.1 80.1 30.0 6.0 

      Others 0.2 0.6 60.6 0.6 

      Total non current liabilities 16.3 80.7 90.6 6.6 

Cash Flow, FYE 31 Dec           

S$ 'm FY06 FY07 FY08F FY09F  Share Capital & reserves 89.1 160.3 200.4 257.3 

Profit before tax 16.7 52.6 48.7 72.1  Minority Interest 0.2 0.2 0.0 0.0 

Adjustments: (4.9) (47.5) (28.3) (83.2)  Total Shareholders Equity 89.3 160.5 200.4 257.3 

Change in working cap. (32.3) 20.1 (132.5) 46.3       

Income tax paid (2.3) (1.6) (4.0) (4.5)  Growth/Ratio (%) FY06 FY07 FY08F FY09F 

Net Cash from operations (22.7) 23.5 (116.1) 30.8  Revenue Growth 65.4 21.9 72.4 (3.1) 

      Gross Profit Growth 19.1 (94.9) 2,526.2 (69.7) 

CapEx (1.1) (1.6) (1.6) (1.6)  Net Profit Growth 30.5 242.1 (12.2) 52.9 

Others (3.1) (43.6) 2.5 69.9  EPS Growth 30.5 210.9 (12.2) 52.9 

CF from Investing  (4.2) (45.1) 0.9 68.3  DPS Growth 50.0 16.7 (57.1) 166.7 

      Gross Margin 7.6 0.3 4.9 1.5 

Dividends Paid (4.9) (7.5) (11.5) (4.0)  Net Margin 8.9 25.0 12.7 20.1 

Issuance (Repurchase)  0.0 25.5 0.0 0.0  ROE 16.5 31.4 22.0 26.3 

Net Borrowing (Repayment) 41.9 12.9 119.8 (72.5)  ROA 0.1 0.2 0.1 0.1 

Others 0.0 0.0 (0.0) 0.0  Net gearing (x) 0.7 0.4 0.6 0.4 

CF from Financing 37.0 31.0 108.3 (76.5)       
      Valuation FY06 FY07 FY08F FY09F 

Change in Cash 10.2 9.4 (6.9) 22.6  P/E (x) 7.0  2.3  2.6  1.7  

Starting Cash Balance 2.9 13.1 22.5 15.6  P/B (x) 1.2  0.7  0.6  0.4  

Ending Cash Balance 13.1 22.5 15.6 38.2  Dividend Yield (%) 8.8% 10.3% 4.4% 11.8% 
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Disclosure 

Westcomb Securities Pte Ltd is a wholly-owned subsidiary of Westcomb Financial Group Limited (“WFG”). WFG and its related 
corporations (including Westcomb Securities Pte Ltd) (collectively the “Westcomb Group”) are principally engaged in the provision 
of a wide range of capital market advisory and other related services. 

Each member of the Westcomb Group together with their respective directors and employees may also act as a market maker, or 
have taken or take positions, or effect transactions in the securities covered or recommended in this Report and may also perform 
or seek to perform broking and other investment or securities-related services for the Company.  

For purposes of Section 36 of the Financial Advisers Act (Chapter 110) (“FAA”), as at the date of this Report (being the date of 
publication of this Report):- 
(a) Westcomb Securities, its associated persons and its connected persons do not have any interest in the securities covered or 

recommended in this Report; and 
(b) The research analyst of Westcomb Securities who has prepared this Report and her associated persons and connected 

persons do not have any interest in the securities covered or recommended in this Report. 
The terms “associated persons” and “connected persons” have the meanings ascribed thereto in and as defined in Sections 36(3), 
2(1) and 3 of the FAA. 

Westcomb Securities Pte Ltd Rating System 

Buy    : >15% upside over the next 12 months 
Trading Buy : + 10% to + 15% range over the next 3 months 
Hold    : +/- 15% range over the next 12 months 
Trading Sell  : - 10% to - 15% range over the next 3 months 
Sell    : >15% downside over the next 12 months 

Disclaimer 

This Report is based on information obtained from sources which Westcomb Securities Pte Ltd believes to be reliable and correct 
at the time of publication of this Report. Whilst Westcomb Securities Pte Ltd has taken all reasonable care to ensure that such 
information is correctly reproduced in the preparation of this Report, no guarantee is given as to the adequacy, accuracy, 
completeness, reliability or fairness of such information. Any opinion, estimate or recommendation in this Report is subject to 
change without notice. 

This Report is not, and should not be construed as, an offer or a solicitation of an offer to buy or sell any securities covered or 
recommended in this Report. This Report may not be published, circulated, reproduced or distributed in whole or in part to any 
other person without the written consent of Westcomb Securities Pte Ltd. This Report is not directed to, 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 
or use would be contrary to applicable law or regulations.  

This Report and the recommendations (if any) therein: 
(i) is intended for general information and circulation only, and does not purport to contain all the information that a 

prospective recipient of this Report may require to make an investment decision on the securities covered or 
recommended in this Report; 

(ii) have not taken into account, the specific investment objectives, financial situation and particular needs of any specific 
recipient of this Report; and  

(iii) should not be taken in substitution of the exercise of judgment by any recipient of this Report, who should instead 
consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects regarding 
the suitability of the securities covered or recommended in this Report for investment having regard to the specific 
investment objectives, financial situation or particular needs of such recipient, before making any investment decision in 
relation to such securities.  

 
Consequently, Westcomb Securities Pte Ltd does not assume or accept any liability whatsoever for any direct or consequential 
loss occasioned to any recipient of this Report arising from any use of this Report or otherwise arising in connection with this 
Report.  
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