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OKP Holdings
S$83.5m luxury condo project awarded by China Sonangol
S$83.5m luxury condo project secured
• OKP yesterday announced a S$83.5m contract award from a related
company of China Sonangol for the construction of luxury Angullia
Park condominium in Orchard Road. The contract is awarded to a new
joint venture company between OKP and integrated property
developer Soilbuild.
• The JV company will be involve in the construction of this project
comprise one block of 36-storey residential flat development (total 54
units) with sky terraces, two basement carparks, a swimming pool and
communal facilities. The investment in the JV Company has been
funded internally.
• Angullia Development is a wholly-owned subsidiary of China Sonangol
Land Pte Ltd, the owner of the development site at Angullia Park,
which formerly housed The Parisian condominium.

Maintain BUY with target price of S$0.85
• Maintain BUY rating with target price set at S$0.85, still pegged at
10x CY11 earnings, below the mid-cycle valuation, and discount to
bigger peers who re-rated upon awards of overseas contracts.
• We like OKP for its high projects visibility in the public sector, and its
strong potential overseas expansion story. OKP is a prime candidate
to government infrastructural spending and the stock offers excellent
value trading at 7.4x CY11 P/E against its 3-year core earnings CAGR
forecast of 28.9%.
• We kept our above consensus estimates unchanged, which
captured OKP’s higher order book and margin recovery. Our earnings
estimates have not factored in the potential catalyst of the possible
overseas projects. Sustainable earnings growth will be primarily driven
by fresh order wins, particularly opportunities arising from Downtown
Lines awards. A diversified earnings platform now also put OKP in a
sweet spot. In our view, immediate re-rating catalysts are likely to
come from stronger than expected order momentum, strong margins
from recently awarded road-raising works that will bring the group to
another record profits and higher dividend payout.

Diversifying revenue sources, the name of the game
• We are not surprise by this latest move. Management has in recent
time hinted that there is intention to beef up its property development
capability, thereby fortifying its already rock-solid income quality.
• Sustainability through diversification. We believe with the
expansive balance sheet and free cash flow built up by the group, it is
natural for the group to branch out into various business segments that
will ensure long term sustainable earnings. While the group is able to
leverage on its strengths and expertise to tender for larger and more
complex civil engineering projects in order to generate higher
profitability, it is paramount to diversify and explore suitable
opportunities to regionalise the group’s core business and reduce its
reliance on a single source of revenue.
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Positives
• Driving up order book visibility and size. Though this new
development is not expected to have any material impact on in FY10,
it swelled order book to a size of S$370m. The project is expected to
commence in Dec 2010 and completion is scheduled for Apr 2013. We
are keeping our estimates intact as this development is part of our
conservatively estimated S$150-180m new order replenishment,
replacing the equivalent amount of orders to be delivered in FY11.
• China Sonangol coming through finally! We are encouraged that
this latest move comes more than a year after OKP has teamed up
with strategic partner China Sonangol through a share placement
exercise that made the latter a substantial shareholder of OKP.
• … and other business opportunities overseas could follow. We
also believe that with OKP’s participation in this project, there will be
more opportunities in the horizon with China Sonangol, serving in
favour of OKP, to further grow the external wing of its business and to
undertake large urban development projects overseas. We believe
overseas ventures will serve to broaden and invigorate OKP’s income
base and underpin longer term profitability. We think that the group
would eventually make its foray to overseas market, likely with China
Sonangol opening doors for the group.

Financial summary
FYE Dec
Revenue (S$ m)
EBITDA (S$ m)
EBITDA margins (%)
Pretax profit (S$ m)
Net profit (S$ m)
EPS (cts)
EPS growth (%)
P/E (x)
Core EPS (cts)
Core EPS growth (%)
Core P/E (x)
FD EPS (cts)
FD P/E (x)
Gross DPS (cts)
Dividend yield (%)
P/NTA (x)
ROE (%)
Net gearing (%)
Net cash per share (S$)
P/CF (x)
EV/EBITDA (x)

2008
101.8
14.7
14.4
12.2
9.5
6.3
-13%
9.0
6.3
-13%
9.0
6.3
9.0
1.5
2.6%
2.2
23.6%
nil
0.2
7.3
4.0

2009
130.0
19.8
15.2
17.1
14.4
6.1
-4%
9.4
6.1
-4%
9.4
5.4
10.5
2.0
3.5%
2.4
24.5%
nil
0.3
8.0
3.0

2010F
157.3
23.0
14.6
20.1
16.5
6.2
3%
9.2
6.2
3%
9.2
5.7
10.0
2.3
3.9%
2.2
24.0%
nil
0.3
7.9
2.6

2011F
185.7
28.2
15.2
24.7
20.3
7.7
23%
7.4
7.7
23%
7.4
7.0
8.2
3.3
5.7%
1.9
25.2%
nil
0.3
6.4
2.1

2012F
220.4
35.0
15.9
32.2
26.1
9.9
29%
5.8
9.5
24%
6.0
8.6
6.6
4.3
7.5%
1.6
27.1%
nil
0.4
5.1
1.7

Source: Company, CIMB Research

Technical chart
• The stock broke out of its consolidation triangle back in October with a
huge gap up. Prices are in the process of trying to close the huge
down gap of S$0.53-0.605. Only after this gap is totally filled that
prices is able to push further to retest the old highs of S$0.64-0.65 or
higher. With both its momentum indicators still looking positive, the
stock has a good chance to closing the gap soon. Keep a stop below
the recent swing low of S$0.505. Anything below its 200-day SMA
would be negative for the stock.
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STOCK RECOMMENDATIONS

SECTOR RECOMMENDATIONS

BUY: The stock's total return is expected to be +15% or better over the next
three months.

OVERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of +15% or
better over the next three months.

HOLD: The stock's total return is expected to range between +15% and -15%
over the next three months.

NEUTRAL: The industry, as defined by the analyst's coverage universe, has
either (i) an equal number of stocks that are expected to have total returns of
+15% (or better) or -15% (or worse), or (ii) stocks that are predominantly
expected to have total returns that will range from +15% to -15%; both over the
next three months.

SELL: The stock's total return is expected to be -15% or worse over the next
three months.

UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of -15% or
worse over the next three months.
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