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Latest Site Purchase and Construction 
Contract Set to Boost ’06 Further 
 
• CES has recently acquired a freehold property at 

No.21 Balmoral Road (No.21), near Orchard Road, 
to be developed into a 34-unit apartment. The 
group also announced on Monday that it will be 
undertaking the construction of its 40%-owned 
joint development at Devonshire Road 
(Devonshire). We expect these two to contribute to 
CES’s bottom line in FY06, in addition to the 
Riviera Residences project, the ShanghaiOne 
project, the Devonshire (development) project, as 
well as the construction of The Pinnacle@Duxton. 

 
• The purchase price for No.21 adds up to 

approximately S$20.5m, or S$475 psf per GFA, 
after taking into account the development charges. 
We are estimating a total development cost of 
approximately S$789 psf, based on a projected 
construction cost of S$200 psf. Assuming that the 
project is able to fetch an average selling price of 
S$950 psf, which we believe is realistic given the 
prime location, we arrive at a healthy pretax 
margin of 17% for No.21.  

 
• Devonshire is slated to launch in late 2005, and 

assuming the construction begins early next year 
and takes about 36 months to complete, we 
estimate CES to realize approximately 20% of the 
S$41.6m contract in FY06, considering the back-
loaded nature of such construction project.  

 
• Despite the two new projects, we have actually 

reduced our forecasts for next year. This is in 
light of the higher-than-expected construction 
cost of Devonshire, which narrows our estimated 
pretax margin.  We also did not include 
contributions from No.21, as it is still not clear 
when the development is expected to launch. 
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• As noted in our earlier report, we believe that while 
FY05 is likely to be disappointing, on account of 
the delayed recognition of revenue from the 
Riviera and ShanghaiOne projects to next year, 
fundamentally, the outlook for CES remains intact. 
It is also unlikely that the purchase of No.21 will 
have excessive impact on CES’s gearing, given 
CES’s low net gearing of 18.3% as of 1H05. 
Therefore we believe it is more appropriate to 
value CES based on its projected FY06 results.  

 
• Ascribing a fair PER of 7x to FY06 EPS of 

S$0.028, our fair value for CES is approximately 
S$0.20 per share. The company is also likely to 
sustain its high dividend payout, which is a yield of 
10.3% on the last done price. Maintain BUY.   

 
 
BALANCE SHEET 
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EARNINGS ESTIMATES 
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NRA Capital Pte. Ltd is a participant in the SGX-MAS Research Incentive Scheme and receives a compensation of 
S$4,000 per annum for each stock covered under the Scheme. This publication is confidential and general in nature. 
It was prepared from data believed to be reliable, and does not have regard to the specific investment objectives, 
financial situation and the particular needs of any specific person who may receive this report. No representation, 
express or implied, is made with respect to the accuracy, completeness or reliability of the information or opinions 
in this publication. Accordingly, neither we nor any of our affiliates nor persons related to us accept any liability 
whatsoever for any direct, indirect or consequential losses (including loss and profit) or damages that may arise 
form the use of information or opinions in this publication. Opinions expressed are subject to change without notice.
 
NRA Capital Pte. Ltd. and its related companies, their associates, directors, connected parties and/or employees 
may own or have positions in any securities mentioned herein or any securities related thereto and may from time to 
time add or dispose of or may materially interested in any such securities. NRA Capital Pte. Ltd. and its related 
companies may from time to time perform advisory, investment or other services for, or solicit such advisory, 
investment or other services from any entity mentioned in this report. The research professionals who were involved 
in the preparing of this material may participate in the solicitation of such business. In reviewing these materials, 
you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts 
of interest. Additional information is, subject to the duties of confidentiality, available on request. 

Co. Reg. No.: 199904258C 
36 Robinson Road 
#12-05/06 City House 
Singapore 068877 
Tel: (65) 6236 6878 
Fax: (65) 6222 0093 


