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BUY

CES reported a 4.3% yoy increase in 1HO5 net profit to $4.8m lifted by higher
construction profits. However, revenue tumbled 20.7% yoy to $59.2m on reduced
residential turnover following the completion of One Fort project, which received TOP in
Jan 2005.

Construction revenue rose 12% to $52.4m and accounted for 88% of topline,
largely from the project at Toa Payoh RC34. In addition, cost savings and better project
management also enhanced returns from construction activities. Residential income
came mainly from the 30% held Grandeur 8 as well as final profits from Fort One.
Grandeur 8 is 99% sold at an average $485psf.

Strong earnings growth in FY06, buoyed by healthy locked in residential sales.
FYO05 profit estimate is lowered by 12% to $9.9m (EPS: 1.6cts) as maiden profits from
Riviera Residences (60+% sold at $625psf) and Shanghai One (65% sold at $810psf)
are pushed back to FYO06. In addition, profits from planned new launches such as the
40% owned Devonshire Rd site and North Shore project in Australia, which are likely to
be marketed towards year end, should lift earnings from next year.

Sizeable construction orderbook of $450m ensures steady income stream over
the next 2-3 years. The group recently won a major $279m Pinnacles @ Duxton
construction project from HDB. Contributions from this undertaking, which has begun in
Apr 2005, should boost earnings from FY06.

Maintain BUY. Although there does not appear to be any short term catalyst, the stock
offers value at an inexpensive 6x FY06 PE multiple. Moreover, with a low gearing of
18% and strong cash inflow from completion of Grandeur 8 by end 2005, dividend yield
is expected to remain high.

Pre-tax Net EPS Div Net
Year to Sales Profit Profit EPS Growth PER P/CF Yield Margin ROE ROA
31st Dec ($m) ($m) ($m) (cts) (%) (X) (X) (%) (%) (%) (%)
2003 159.8 11.3 8.5 1.6 230.8 8.5 10.4 14.3 5.3 13.9 5.1
2004 141.7 12.7 104 1.7 4.5 8.2 13.9 10.7 7.4 13.8 51
2005F 158.6 12.2 9.9 1.6 4.7 8.6 11.3 10.7 6.3 13.6 6.0
2006F 201.4 16.4 14.0 2.3 40.7 6.1 7.4 10.7 6.9 18.1 6.8
2007F 144.9 21.9 18.4 3.0 31.7 4.6 10.5 10.7 12.7 20.9 8.1
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Chip Eng Seng Corp 15 August 2005
Earnings Breakdown Profit and loss
YE Dec (S$ m) 1HO5 2HO4 %chg  1HO4 % chg YE Dec (S$ m) 2003 2004 2005E  2006E 2007E
Revenue 59.2 67.1 -11.8 747  -20.7 Sales 159.8 141.7 158.6 201.4 1449
PBT 6.2 70 -11.4 5.8 +6.9 Cost of goods sold 1458 130.0 1451 1833 128.6
Taxation -1.3 -1.1  +18.2 -1.2 +8.3 Gross Profit 13.9 11.7 13.5 18.1 16.3
M 0.0 001 Nm 0.0 0.0 Operating expenses 4.4 3.5 4.0 4.5 5.0
Net profit 4.8 58 -17.2 46 +43 Operating Profit 9.5 8.2 95 136 113
Source: Company data Net intereslt -0.2 -0.1 0.0 -0.1 -0.1
. Interest income 0.0 0.0 0.0 0.0 0.0
Interest expense 0.2 0.1 0.0 0.1 0.1
Net investment income/(loss) 0.7 0.0 0.0 0.0 0.0
Balance Sheet Net other non-op. JV+Assoc. 2.7 47 238 29 107
YE Dec (S$ m) 2003 2004 2005E  2006E  2007E Net exceptionals -1.4 0.0 0.0 0.0 0.0
Total assets 168.3 203.3 166.3 2043 227.4 Pretax income 1.3 127 122 164 219
Current assets 132.8 1657 130.7 1658 1857 Income taxes 27 23 23 25 35
Cash & ST investment 32 134 44 180  21.0 Minority Interest 0.1 0.0 0.0 0.0 0.0
Development properties 59.7 848 387 87.6 99.0 Net profit 85 104 9.9 140 184
Accounts receivable 33.0 35.0 40.3 43.6 48.4 EBITDA 10.7 9.0 101 14.2 119
Others 36.8 325 472 166  17.3 EPS(Scts) 1.6 1.7 1.6 2.3 3.0
Other assets 355 37.5 35.7 38.5 417 Source: Company data, Kim Eng estimates
LT investments 10.8 14.1 12.3 14.6 17.3
Investment properties 24.0 22.8 22.8 23.3 23.7
Others 0.7 0.7 0.5 0.6 0.6
Total liabilities 107.2 1277 93.2 126.9 139.2
Current liabilities 822 1160 814 1086 117.8 Cashflow
Accounts payable 717 74.5 71.6 93.1 98.2 YE Dec (S$ m) 2003 2004 2005E 2006E 2007E
ST borrowings 5.6 38.3 6.3 120 15.0 Operating cash flow -129 -16.6 -46.2 58.1 8.6
Others ___ o0 3. 1EEEESEl 3.5HEEEA6 Net Profit 85 104 99 140 184
Long-term liabilities 25.0 11.7 11.7 18.4 214 Depreciation & amortisation 1.2 0.8 0.6 0.6 0.6
Long-term debts 247 115 115 180 210 Change in working capital 4162 -202 515  50.0 4.8
Others , 0.3 0.2 0.2 0.4 0.4 Others 64 76 53 64 -153
Shareholder's equity 61.1 75.6 73.1 77.3 88.2 Investment cash flow 0.2 09 04 04 04
Paid-in capital 24.6 30.3 30.3 30.3 30.3 Net capex 05 0.2 0.1 0.1 0.1
Reserve 365 452 428 470 579 Change in LT investment 0.6 11 -05 05 -05
Net tangible asset 61.1 75.6 73.1 774 88.2 Change in other assets 0.0 0.0 0.0 0.0 0.0
Source: Company data, Kim Eng estimates Cash flow after invt. -13.1  -156 -466 577 8.2
Financing cash flow 1.0 234 -39.6 4.6 -1.6
Change in share capital 0.2 13.7 0.0 0.0 0.0
Net change in debt 3.8 19.6 -32.0 12.2 6.0
" Change in other LT liab. -3.1 -9.8 -7.5 -7.6 -7.6
Key ratios Net cash flow -12.1 7.8  -86.2 62.4 6.6
YE Dec (S$ m) 2003 2004 200SE 2006E _2007E Source: Company data, Kim Eng estimates
Growth (% YoY)
Sales -6.3 -11.3 12.0 27.0 -28.1
OoP 3914 -13.9 16.3 42.8 -17.0
EBITDA 3914 -16.1 13.2 40.3 -16.1 -
NP 247.4 22.6 -4.7 40.7 31.7 Val uation
Eff’itabmty 0 25081  4SEEEESY] 407 SRSV YE Dec (S$ m) 2008 2004 2005E 2006E  2007E
Enterprise Valuation
Gross margin £  S.2puussl 9.0 QLo Nc}g|_pA'|s'e Fluations 116 105 121 182 170
Operating margin P DOEEENCO 6.5 e Inv Cap 2432 2444 2164 259.2 3233
EBITDA margin 6.7 6.3 6.4 7.1 8.2 ROIC (%) 6.5 6.7 7.9 9.2 75
Net Profit margin 5.3 7.4 6.3 6.9 12.7 WACC (%) 58 53 6.0 6.1 6.0
ggé 13-3 12-; 12-2 12-513 Zg-é Economic Profit 18 33 42 79 48
— . . . . . Free CF 12.8 -9.3 -39.0 68.5 22.2
Stability , EV 995 1213 983 970 100.0
Gross debt/equity (%) 0.50 0.66 0.24 0.39 0.41 EV/EBITDA (X) 9.9 135 9.6 6.3 77
Net debt/equity (%) 0.44 0.48 0.18 0.16 0.17 EVA Spread 07 14 19 3.0 15
Int. coverage (X) 109.2 37.2 1095 156.3 129.8
Int. & ST debt coverage (X) 17 0.2 15 11 0.7 Source: Company data, Kim Eng estimates
Cash flow int. coverage (X) -58.8 -1246 -972.3 726.1 89.2
Cash flow int. & ST debt (X) -2.2 -0.4 -7.3 4.8 0.6
Current ratio (X) 1.6 1.4 1.6 1.5 1.6
Quick ratio (X) 1.3 1.0 0.8 1.3 0.9
Net debt (S$m) 27.1 36.4 134 12.0 15.0
Per share data (Scts)
EPS — fully diluted 1.6 1.7 1.6 2.3 3.0
CFPS 1.3 1.0 1.2 1.9 1.3
BVPS 11.8 12.5 12.1 12.7 14.5
SPS 30.9 23.3 26.1 33.2 23.9
EBITDA/share 2.1 1.5 1.7 2.3 2.0
DPS 2.0 1.5 1.5 1.5 1.5

Source: Company data, Kim Eng estimates
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Disclaimer
This report is prepared by Kim Eng Research Pte. Ltd. ("KERPL"), a licensed financial adviser.

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 KERPL and 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 KERPL to be
reliable, but KERPL makes no representation as to their accuracy or completeness and KERPL 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. KERPL 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.

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. Our related company, Kim Eng Securities Pte. Ltd. (KESPL) is the only designated market
maker of the exchange-traded fund streetTRACKS Straits Times Index Fund. In addition, 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 together with KERPL, 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.

Kim Eng reserves the right to make markets in securities that may or may not be mentioned in the material presented in this
report, and 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.

As of 15" August 2005, Kim Eng Research Pte. Ltd. has no proprietary position in Chip Eng Seng Corp. The covering
research analyst does not hold any position in Chip Eng Seng Corp.

All information and advice is confidential and for the private information of the person to whom it is provided and is provided
without any responsibility or liability on any account whatsoever on the part of this firm or any member or employee thereof.
The information contained in this transmission may contain privileged and confidential information and is intended only for
the use of the person(s) name above. If you are not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, any review, dissemination, distribution or duplication of this
communication is strictly prohibited. If you are not the intended recipient, please contact the sender immediately by reply e-
mail and destroy all copies of the original message.

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.
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