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| MALAYSIA CONSTRUCTION SECTOR UPDATE |

A glance into the sector through Quant. 

Ahead of the budget and General Election, where a lot of goodies and pump-priming are expected, 
public infrastructure is definitely one of the highly sought-after topics of discussion. On top of that, as the 
construction sector has been badly affected due to the foreign worker freeze after MCO was uplifted, 
easing foreign worker applications starting today would provide much-needed breathing room for
everyone.  

Hence, we took this chance to look at companies within the construction sector that has a net gearing 
of below 1.0x, which in our opinion indicates the company has a healthy balance sheet which is later 
screened based on the total asset turnover ratio and operating profit margin. Typically, a company's total 
asset turnover ratio inversely relates to its operating profit margin. 

This means the higher a company's operating margin is, the lower its asset turnover rate is and vice 
versa. A company either uses a high-profit, low-volume business model or low-profit, high-volume 
business model in a similar industry as seen in Exhibit 1.

With a rising interest rate environment and also businesses have yet to recover back to the 2019 pre-
Covid level, the upper right quadrant offers the best companies to invest in, follow by the lower right 
quadrant. The upper left quadrant is not attractive currently while the lower left quadrant companies are 
to avoid it. Our picks are listed in Exhibit 2 with the target price derived from technical analysis. Please 
note that technical analysis can have a different view than Quant. 

Exhibit 1: Operating Profit Margin and Asset Turnover Rate Quadrant

Note: Average computed while removing some outliers that was caused during the Covid period. The company list is by no 
mean include all construction companies that is listed in Bursa Malaysia. 
Source: Bloomberg, PRSB
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Exhibit 2: Our picks 
 

1. KERJAYA PROSPEK GROUP BHD (KPG MK) 
RATING    : OUTPERFORM (O-PF) 
TECHNICAL TARGET PRICE   : MYR1.39 
CLOSING PRICE (18th August 2022) : MYR1.20 

 
Source: Chart created using tradingview.com's tools, PRSB 
 

2. HSS ENGINEERS BHD (HSS MK) 
RATING    : SELL 
TECHNICAL TARGET PRICE   : MYR0.385 
CLOSING PRICE (18th August 2022) : MYR0.455 

 
Source: Chart created using tradingview.com's tools, PRSB 
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3. PINTARAS JAYA BHD (PINT MK) 

RATING    : SELL 
TECHNICAL TARGET PRICE   : MYR2.00 
CLOSING PRICE (18th August 2022) : MYR2.22 

 
Source: Chart created using tradingview.com's tools, PRSB 
 

4. GEORGE KENT MALAYSIA BHD (GKEN MK) 
RATING    : SELL 
TECHNICAL TARGET PRICE   : MYR0.455 
CLOSING PRICE (18th August 2022) : MYR0.550 

 
Source: Chart created using tradingview.com's tools, PRSB 
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5. GADANG HOLDINGS BHD (GADG MK) 

RATING    : SELL 
TECHNICAL TARGET PRICE   : MYR0.270 
CLOSING PRICE (18th August 2022) : MYR0.350 

 
Source: Chart created using tradingview.com's tools, PRSB 
 

6. AME ELITE CONSORTIUM BHD (AME MK) 
RATING    : BUY 
TECHNICAL TARGET PRICE   : MYR 2.03 
CLOSING PRICE (18th August 2022) : MYR 1.63 
 

 
Source: Chart created using tradingview.com's tools, PRSB 
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7. GABUNGAN AQRS BHD (AQRS MK) 
RATING    : SELL 
TECHNICAL TARGET PRICE   : MYR0.250 
CLOSING PRICE (18th August 2022) : MYR0.315 

 
Source: Chart created using tradingview.com's tools, PRSB 
 

8. IJM CORP BHD (IJM MK) 
RATING    : OUTPERFORM (O-PF) 
TECHNICAL TARGET PRICE   : MYR1.95 
CLOSING PRICE (18th August 2022) : MYR1.77 

 
Source: Chart created using tradingview.com's tools, PRSB 
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9. WCT HOLDINGS BHD (WCTHG MK) 
RATING    : SELL 
TECHNICAL TARGET PRICE   : MYR0.350 
CLOSING PRICE (18th August 2022) : MYR0.445 

 
Source: Chart created using tradingview.com's tools, PRSB 
 

10. GAMUDA BHD (GAM MK) 
RATING    : BUY 
TECHNICAL TARGET PRICE   : MYR4.30 
CLOSING PRICE (18th August 2022) : MYR3.78 
 

 
Source: Chart created using tradingview.com's tools, PRSB 
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ISSUER SPECIFIC REGULATORY DISCLOSURES 
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Disclosures 

 
 
 

Due to time critical of this report, this information is unavailable at the time of publication. 
 
DISCLAIMERS 
Legal and Regulatory Notices (Electronic Communications) 
© 2018 PRSB. 
 
Important disclosures 
 
This research report is strictly confidential and has been prepared for information purposes only by Phillip Research Sdn Bhd 

r subsidiaries companies of PCH particularly Phillip 
Capital PCSB

(collectively refer to as Phillip Group other 
research report, information or opinion contained herein. Neither the publication/communication nor any portion hereof may be reprinted, distributed, 
sold, resold, redistributed, copied, reproduced, published, republished, displayed, posted or transmitted in any form or media or by any means without 
the written consent of PRSB. 
 
The policy of PRSB is to only publish research that is impartial, independent, clear, fair, and not misleading. Analysts never receive compensation from 
companies they cover. Regulations or market practice of some jurisdictions/markets prescribe certain disclosures to be made for certain actual, potential 
or perceived conflicts of interests relating to a research report as below. This research disclosure is for your information only and does not constitute any 
recommendation, representation or warranty. Absence of a disclosable position should not be taken as endorsement on the validity or quality of the 
research report or recommendation. 
 

 management, dealing in securities (restricted to unit trust 
and private retirement scheme), dealing in derivatives, clearing for derivatives, financial planning and research business lines are distinct f rom one 
another. This means that PRSB is not part of and does not report to any of PGOLI. Accordingly, PGOLI does not supervise nor control the activities of 

 research analysts report to the Head of Research, who in turn report to  senior management. 
 
PRSB and PGOLI have in place internal controls designed to manage conflicts of interest that may arise as a result of  PGOLI engaging in fund 
management, dealing in securities (restricted to unit trust and private retirement scheme), dealing in derivatives, clearing for derivatives, financial planning 
and PRSB activities. Some examples of these controls include: the use of information barriers and other information controls designed to ensure that 
conf idential information is only shared on a es; 
measures designed to ensure that interactions that may 
unit trust and private retirement scheme), dealing in derivatives, clearing for derivatives, and f inanci  f inancial product issuers and 

 research analysts do not compromise the integrity and independence of  research. 
 
Neither analysts nor their household members/associates/may have a f inancial interest in, or be an of ficer, director or advisory board member of 
companies covered by the analyst unless disclosed herein. In circumstances where an analyst has a pre-existing holding in any securities under coverage, 
those holdings are grandfathered and the analyst is prohibited from trading such securities up to the date of the publication of this research report. 
 
Unless specified otherwise, PRSB did not receive investment banking/non-investment banking income from, and did not manage/co-manage a public 
of fering for, the listed company during the past 12 months, and it does not expect to receive investment banking compensation from the listed company 
within the coming three months. Unless mentioned otherwise, PRSB does not own a material disclosable position, and does not make a market, in the 
securities. 
 
We hereby certify that the views expressed in this research report accurately reflect our views about the securities and/or the issuers and that no part of 
our compensation were or will be directly or indirectly related to the specific recommendation or views contained in this report or to any investment 
banking relationship with the subject company covered in this report (for the past one year) or otherwise any other relationship with such company which 
leads to receipt of fees from the company except in ordinary course of business of the company. We hereby confirm that our analyst(s) has/have not been 
placed under any undue influence, intervention or pressure by any person(s) in compiling this research report. This report is prepared without any intention 
to raise, lower or maintaining the price of the securities covered or to induce the recipient to buy or sell the securities covered. In addition, our analyst(s) 
included herein attest that he/she/they was/were not in possession of any material, non-public price sensitive information regarding the subject company 
at the time of publication of the report. Save from the disclosure below (if any), we are not aware of any material conflict of interest. 
 
Key to PRSB investment ratings: 
Equity: 
BUY: Total stock return (including dividends) expected to exceed 20% annually;  
O-PF: Total expected return below 20% annually but exceeding market return;  
U-PF: Total expected return positive but below market return; 
SELL: Total return expected to be negative. 
For relative performance, we benchmark the 12-month total forecast return (including dividends) for the stock against the 12-month forecast return 
(including dividends) for the market on which the stock trades. 
 
 
ETFs (Criteria applies to rating assignments from 16th December 2019): 
STRONG BUY: Total return (including dividends) expected to exceed 20% annually; 
BUY: Total expected return below 20% but exceed 5% or then 1-year rate, whichever is higher;  
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SELL: Total return of  not more than 5% or then 1-year rate, whichever is higher. 
The ratings are based on the forecast total return (including dividends) over the next 12 months. 

Funds: 
The rating a mathematical scoring system that include risks (standard deviation, Sharpe Ratio) and returns (1-year, 3-year, 5-year and consistency) 
BUY: Total return (including income distribution) is positive and above  average while risk factors are low; 
O-   
SELL: Total return is negative. 
 
For a history of the recommendations and price targets for companies mentioned in this report, as well as company specific disclosures, please write 
to: Phillip Research Sdn Bhd, B-18-6, Block B Level 18, Megan Avenue II, 12 Jalan Yap Kwan Seng, 50450 Kuala Lumpur, Malaysia.   
 
The information, opinions and estimates herein are not directed at, or intended for distribution to or use by, any person or entity in any jurisdiction where 
doing so would be contrary to law or regulation or which would subject PRSB and/or its associate companies to any additional registration or licensing 
requirement within such jurisdiction. The information and statistical data herein have been obtained f rom sources we believe to be reliable. Such 
information has not been independently verified and we make no representation or warranty as to its accuracy, completeness or correctness. Any opinions 
or estimates herein ref lect the judgment of PRSB at the date of this publication/communication and are subject to change at any time without notice. 
Where any part of  the information, opinions or estimates contained herein ref lects the views and opinions of a sales person (include but not limited to 
Financial Planners and Marketing Representative or a non-analyst), such views and opinions may not correspond to the published view of PRSB. This 
is not a solicitation or any offer to buy or sell. This publication/communication is for information purposes only and does not constitute any 
recommendation, representation, warranty or guarantee of performance. Any price target given in the report  may be projected from one or more valuation 
models and hence any price target may be subject to the inherent risk of the selected model as well as other external risk factors. This is not intended to 
provide professional, investment or any other type of advice or recommendation and does not take into account the particular investment objectives, 
f inancial situation or needs of individual recipients. Before acting on any information in this publication/communication, you should consider whether it is 
suitable for your particular circumstances and, if  appropriate, seek professional advice, including tax advice. PRSB, and PGOLI do not accept any 

 opinions contained herein. To the extent permitted by 
applicable securities laws and regulations, PRSB accepts no liability whatsoever for any direct or consequential loss arising f rom the use of  this 
publication/communication or its contents. Where the publication does not contain ratings, the material should not be construed as research but is offered 
as factual commentary. It is not intended to, nor should it be used to form an investment opinion about the non-rated companies. 
 
Subject to any applicable laws and regulations at any given time, PRSB, PGOLI and their respective affiliates or companies or individuals connected 
with PRSB may have used the information contained herein before publication and may have positions in, may from time to time purchase or sell or have 
a material interest in any of the securities mentioned or related securities, or may currently or in future have or have had a business or f inancial relationship 
with, or may provide or have provided investment banking, capital markets and/or other services to, the entities referred to herein, their advisors and/or 
any other connected parties. As a result, investors should be aware that PRSB, PGOLI and/or their respective affiliates or companies or such individuals 
may have one or more conf licts of interest. Regulations or market practice of some jurisdictions/markets prescribe certain disclosures to be made for 
certain actual, potential or perceived conflicts of interests relating to research reports. Details of the disclosable interest can be found in certain reports 
as required by the relevant rules and regulation. Disclosures therein include the position of PRSB and PGOLI only. Unless specified otherwise, PRSB 
did not receive any compensation or other benefits from the subject company covered in this publication/communication.  
 
The analysts/contributors to this publication/communication may be employed by any relevant PGOLI entity, which is different from the entity that 
distributes the publication/communication in the respective jurisdictions. 
 
PRSB, PGOLI and/or its officers, directors and employees, may, to the extent permitted by applicable law and/or regulation, deal as principal, agent, or 
otherwise, or have long or short positions in, or buy or sell, the securities, commodities or instruments, or options or other derivative instruments based 
thereon, of issuers or securities mentioned herein. PGOLI may also act as market maker or liquidity provider (within the meaning of applicable regulations 
in the UK) in the f inancial instruments of the issuer. Where the activity of market maker is carried out in accordance with the def inition given to it by 
specific laws and regulations of the US or other jurisdictions, this will be separately disclosed within the specific issuer disclosures. 
 
Investors should not consider this report as only a single factor in making their investment decision and, as such, the report should not be viewed as 
identifying or suggesting all risks, direct or indirect, that may be associated with any investment decision. PRSB produces a number of different types of 
research product including, among others, fundamental analysis and quantitative analysis; recommendations contained in one type of research product 
may differ from recommendations contained in other types of research product, whether as a result of differing time horizons, methodologies or otherwise. 
PRSB and PGOLI publishes research product in a number of  different ways including the posting of product on the PGOLI portals and/or distribution 
directly to clients. Different groups of clients may receive different products and services f rom the research department depending on their individual 
requirements. 
 
Figures presented herein may refer to past performance or simulations based on past performance which are not reliable indicators of future performance. 
Where the information contains an indication of future performance, such forecasts may not be a reliable indicator of future performance. Moreover, 
simulations are based on models and simplifying assumptions which may oversimplify and not ref lect the future distribution of returns. Any figure, strategy 

 
 
Certain securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or price of, or income derived from, the 
investment. 
 
With respect to Fixed Income Research: Recommendations fall into two categories: tactical, which typically last up to three months; or strategic, which 
typically last from 6-12 months. However, trade recommendations may be  
are also provided; which, if hit, closes the trade recommendation automatically. Prices and yields shown in recommendations are taken at the time of  
submission for publication and are based on either indicative Bloomberg, Reuters or PGOLI prices or yields at that time. The prices and yields shown 
are not necessarily those at which the trade recommendation can be implemented. 
 
The securities described herein may not have been registered under the US Securities Act of 1933 (the   and, in such case, may not be offered 
or sold in the US or to US persons unless they have been registered under the 1933 Act, or except in compliance with an exemption from the registration 
requirements of the 1933 Act. Unless governing law permits otherwise, any transaction should be executed via PhillipCapital Group entity in your home 
jurisdiction. 
 


