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4Q09 Results Review
Hock Seng Lee Reiterate BUY
Stronger results in FY09 Increased Target Price to RM1.40 from RM1.34
e HSL FY09 net profit came in within our STOCKINFO
expectation. Overall, FY09 results were Price (25 Feb 09) RM1.27  KLCI 1,270.78
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Profit within estimate. HSL FY09 net profit of RM56.3m came in within our expectation while full year turnover of
RM375m was 12% below our expectation. However, year-on-year, HSL recorded an increase in turnover and net
profit of 21% and 34% respectively as more jobs were rolled out as compared to the preceeding year. Meanwhile, its
net cash increased to RM76.4m, an upside of 34.3%yoy.

Full year gross dividend of 2.4 sen per share. HSL announced final dividend of 1 sen per share and a special
dividend of 0.4 sen per share in 4QFY09, translating into total dividend of 2.4 sen for FY09 (FY08: 2.2 sen).

Construction vs property. As expected, revenue contribution from its construction sector grew by 25%yoy, in view of
productive 2H09 with wastewater project in Kuching in full swing and more road works took place. However, its
property development fell by 8% yoy due to the sluggish property market.

RM1.73b outstanding orderbook. HSL has an outstanding orderbook of RM1.73b after securing the state road
works in Sri Aman, Sarawak early this year. HSL is targeting at least RM400m worth of jobs this year and we expect
the group would be able to meet their expectations as the government is looking to enhance rural infrastructure in
Sarawak. Also, we expect further opportunities that would draw on their infrastructure expertise with the economic
stimulus packages and the development of SCORE project.

Maintain BUY. We reiterate our BUY call with an increase in our target price to RM1.40 from RM1.34 based on 12x
FY10 earnings as the near term outlook for job wins remain positive. Also, HSL remained in a net cash position on
strong assets growth and improving earnings that would provide the support in taking on major construction projects. K

FYE 31 Dec FY08A FY09A FY10F FY11F

Revenue (RM’'m) 309.1 375.0 526.1 628.3
EBIT (RM’'m) 55.2 73.2 90.1 118.1
Pretax Profit (RM’'m) 56.5 73.4 91.9 106.8
Net Profit (RM’'m) 41.8 56.3 67.5 75.4
EPS (sen) 7.6 9.7 11.6 12.9
EPS growth (%) 7.5 27.2 19.9 11.7
PER(x) 9.7 12.3 14.7 16.4
Net Dividend (sen) 1.7 1.8 2.1 2.1
Net Dividend Yield (%) 1.3 1.4 1.7 1.7

Source: Company, Forecasts by MIDFR

KINDLY REFER TO THE LAST PAGE OF THIS PUBLICATION FOR IMPORTANT DISCLOSURES



HOCK SENG LEE: 4Q09 RESULTS SUMMARY

Quarterly Results

FYE Dec (RM’'m) 4Q09 %YoY
Revenue 113.3 29.6%
Operating costs -90.5 23.8%
EBIT 22.8 59.4%
Interest cost 0.0 n.m
Invt income 0.95 61.0%
Associate profit 0.0 n.m
Pretax profit 23.75 59.5%
Tax -6.2 63.2%
Minority Int 0.0 n.m
Net profit 17.6 58.3%

+/- ppts
Pretax margin (%) 21.0% 0.2
Tax margin (%) 26.1% n.m

Source: Bursa Website, MIDFR
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Cumulative Comments
FY09 %YoY
375.0 21.3% Jobs accelerate in 4QFY09
-301.8 18.9%
73.20 32.6%
0.0 nm Debt free
2.31 68.6%
0.0 n.m
75.51 33.6%
-19.2 31.5%
0.0 n.m
56.31 34.3% Stronger construction division contribution
yoy
+/- ppts
20.1% 0.1
25.4% n.m Reasonably stable tax rate
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it should
not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other financial
instruments. The analysis contained herein is based on numerous assumptions. Different assumptions
could result in materially different results. All opinions and estimates are subject to change without
notice. The research analysts will initiate, update and cease coverage solely at the discretion of MIDF
AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may
have interest in any of the securities mentioned and may benefit from the information herein. Members
of the MIDF Group and their affiliates may provide services to any company and affiliates of such
companies whose securities are mentioned herein This document may not be reproduced, distributed or
published in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >15% over the next 12 months.
TRADING BUY Stock price is expected to rise by >15% within 3-months after a Trading Buy rating has been
assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months.
SELL Total return is expected to be <15% over the next 12 months.

Stock price is expected to fall by >15% within 3-months after a Trading Sell rating has been

TRADING SELL ; .
assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

OVERWEIGHT The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
UNDERWEIGHT The sector is expected to underperform the overall market over the next 12 months.



