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SGX MAS Research Incentive scheme 

Eng Kong Holdings 
Earnings growth continues with Keyun acquisition.  
¾ Story: Eng Kong acquires 30% interest in Keyun, a Chinese 
based logistics group. 

¾ Point: The acquisition was based on Keyun’s P/E of 7x FY05 
earnings. Eng Kong will pay a total consideration of Rmb63m, and 
has a profit warranty from GPHL for a minimum cumulative audited 
PBT of Rmb60m for FY07-FY08. As such, we believe the acquisition is 
earnings accretive for Eng Kong. Keyun operates in Tianjin, where 
PSA recently announced they were intent on constructing new 
container berths. Eng Kong’s subsidiary, Reefertec, has previously 
been appointed by PSA to be the reefer operator at the Pasir 
Panjang Terminal, hence, we expect the relationship between PSA 
and Eng Kong to strengthen given their established record.  

¾ Relevance: Profit warranties from Keyun are expected to 
increase PBT by S$1.8m in both FY07 and FY08. We have raised our 
target price to S$0.35 (pre-warrants dilution) based on a P/E of 10x 
FY07 earnings. This translates to a post 1 for 4 warrants dilution 
target price of S$0.28. Maintain BUY. 

Continues to grow via acquisition. Eng Kong recently announced the 
30% acquisition of Keyunvia its HK holding company Gold Prime 
Holdings Limited (GPHL). The cost of the acquisition is Rmb63m. 
Essentially, Eng Kong will pay a cash of Rmb28.5m for redeemable 
convertible preference shares issued by GPHL to Eng Kong. In addition, 
the Vendors of GPHL will sell their existing ordinary shares to Eng Kong 
for a cash consideration of Rmb34.5m. The acquisition is based on a P/E 
7x GPHL’s FY05 earnings. GPHL has also made a profit warranty to Eng 
Kong that the cumulative audited consolidated profit before tax for 
FY07 and FY08 will be at least Rmb60m, translating to a combined 
associate income of S$3.6m for FY07 and FY08. 
Strengthened China presence.  Keyun is a logistics group providing 
services such as international freight forwarding, warehousing and 
inland transportation and container depot services. Synergistic benefits 
are expected to arise since Eng Kong will be able to capitalize on 
Keyun’s logistics network to expand its presence in China. In addition, 
GPHL has also agreed to enter a depot management agreement with 
Eng Kong, where the Group will provide management services for 
GPHL’s depot operations. Keyun’s core markets include Tianjin, Beijing, 
Qingdao, Shanghai, Xian, Shijiazhuang, Xiamen, Shenzhen, Dalian, 
Ningbo, Taiyun and Zhengzhou. Of particular interest, is Keyun’s 
presence in Tianjin. Recently, the Port of Singapore Authority Corp 
(PSA) has stated that it intends to invest in Tianjin via the construction 
of container berths. This bodes well for Eng Kong in the longer term 
since PSA has already appointed Reefertec (Eng Kong’s subsidiary) to be 
the reefer operator for the Pasir Panjang Terminal. As such, we expect 
the relationship between PSA and Eng Kong to continue strengthening 
given their (Eng Kong’s) established track record. 
Maintain Buy; T/P of S$0.35. In light of Eng Kong’s growth prospects via 
the acquisition of Keyun, we have raised our earnings estimates for 
FY07 and FY08 to S$7.2m and S$8.1m respectively, given the profit 
warranties from GPHL. Maintain BUY, with a raised target price of 
S$0.35 based on a P/E of 10x FY07 earnings. This translates to a post 1 
for 4 warrants dilution target price of S$0.28. 

BUY S$0.19 STI : 2,691.60 
 
Price Target : 12-Month S$ 0.35 (Prev S$0.29) 
Reason for Report : Company Update 
Potential Catalyst: Economic trade and acquisition  
completion. 
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SHARE PRICE CHART 

FORECASTS AND VALUATION 

FY Jun (S$ m)  2005A 2006A 2007F 2008F
Turnover 49.4 61.1 82.4 96.2
EBITDA 7.9 9.1 12.9 14.6
Pre-tax Profit 4.7 5.7 12.0 13.5
Net Profit 0.9 3.1 7.2 8.1
Net Pft (Pre Ex.) 0.9 3.1 7.2 8.1
EPS (S cts) 0.4 1.5 3.5 3.9
EPS Gth (%) (85) 236 132 12
Diluted EPS (S cts) 0.4 1.5 3.5 3.9
DPS (S cts) 2.6 0.6 0.7 0.8
BV Per Share (S cts) 20.3 20.9 23.7 26.9
PE (X) 42.7 12.7 5.5 4.9
P/Cash Flow (X) 9.4 5.9 4.8 4.3
EV/EBITDA (X) 3.4 2.8 2.6 2.1
Net Div Yield (%) 13.8 3.3 3.6 4.1
P/Book Value (X) 0.9 0.9 0.8 0.7
Net Debt/Equity (X) CASH CASH CASH CASH

ROAE (%) 2.1 7.2 15.5 15.3

 

AT A GLANCE 
Issued Capital (m shrs) 209.1 
Mkt. Cap (S$m/US$m) 40 / 25 
Major Shareholders 

Li Hung (%) 32.2 
Ng Kam Ming (%) 28.4 
KingAsia Holdings (%)  5.7 

Free Float (%) 33.6 
Avg. Daily Vol.(‘000) 187 
   
Earnings Rev : FY07: +18.0% FY08: +15.5% 
Consensus EPS : FY07: - FY08: - 
Variance vs Cons :  FY07: - FY08: - 
 
Sector : INDUSTRIALS 
Bloomberg/Reuters Code: ENGK SP EQUITY/ENGK.SI 
Principal Business: Provide integrated container services 
such as warehousing and container freight station, 
container sales and agencies and transportation. 
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Income Statement (S$ m)  Balance Sheet (S$ m) 

FY Jun  2005A 2006A 2007F 2008F FY Jun  2005A 2006A 2007F 2008F

Turnover 49.4 61.1 82.4 96.2 Net Fixed Assets 24.8 28.3 30.1 31.7
Cost of Goods Sold (35.6) (45.2) (51.9) (59.6) Invts in Assocs & JVs 0.1 0.1 14.5 16.3
Gross Profit 13.8 15.9 30.6 36.6 Other LT Assets 2.5 2.4 2.4 2.4
Other Opg (Exp)/Inc (9.1) (10.3) (20.6) (25.0) Cash & ST Invts 18.8 20.1 11.7 14.4
EBIT 4.7 5.5 10.0 11.6 Other Current Assets 14.7 18.2 24.5 28.6
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 Total Assets 60.9 69.2 83.2 93.4
Associates  & JV Inc (0.1) 0.0 1.8 1.8  
Net Interest (Exp)/Inc 0.0 0.2 0.2 0.0 ST Debt 0.6 0.1 0.1 0.1
Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 Other  Current Liab 10.9 14.9 23.1 26.6
Pre-tax Profit 4.7 5.7 12.0 13.5 LT Debt 1.5 3.6 3.6 3.6
Tax (3.6) (2.6) (4.8) (5.4) Other  LT  Liabilities 3.6 4.7 4.7 4.7
Minority Interest (0.2) 0.0 0.0 0.0 Shareholder’s Equity 42.5 43.6 49.5 56.2
Preference Dividend 0.0 0.0 0.0 0.0 Minority Interests 1.9 2.3 2.2 2.2
Net Profit 0.9 3.1 7.2 8.1 Total Cap. & Liab. 60.9 69.2 83.2 93.4
Net profit before Except. 0.9 3.1 7.2 8.1  
     
EBITDA  7.9 9.1 12.9 14.6 Non-Cash Wkg. Cap 5.7 3.3 1.4 1.9
Sales Gth (%) 7 24 35 17 Net Cash/(Debt) 14.8 16.4 8.0 10.7
EBITDA Gth (%) (18) 14 42 14   
EBIT Gth (%) (26) 17 81 16   

Effective Tax Rate (%) 76.2 45.6 40.0 40.0   

Cash Flow Statement (S$ m) Rates & Ratios 

FY Jun  2005A 2006A 2007F 2008F FY Jun  2005A 2006A 2007F 2008F

Pre-Tax Profit 4.7 5.7 12.0 13.5 Gross Margin (%) 28.0 26.0 37.1 38.1
Dep. & Amort. 3.2 3.5 2.9 3.0 EBITDA Margin (%) 16.1 14.8 15.6 15.2
Tax Paid (0.3) (0.6) (1.2) (4.8) EBIT Margin (%) 9.5 9.0 12.1 12.1
Assoc. & JV Inc/(loss) 0.1 0.0 (1.8) (1.8) Net Profit Margin (%) 1.9 5.1 8.8 8.4
Chg in Wkg. Capital (2.4) (1.2) (1.7) (1.1) ROAE (%) 2.1 7.2 15.5 15.3
Other Operating CF (0.1) (0.8) 0.0 0.0 ROA (%) 7.9 8.9 15.9 15.4
Net Operating CF 5.1 6.7 10.1 8.8 ROCE (%) 2.6 6.8 12.4 0.0
Capital Exp.(net) (3.6) (3.8) (4.6) (4.6) Div Payout Ratio (%) 591.7 42.4 20.0 20.0
Other Invts.(net) 0.5 1.7 0.0 0.0 Interest Cover (x) N/A N/A N/A N/A
Invts in Assoc. & JV 0.8 0.0 (12.6) 0.0 Debtors Turn (days) 73.9 76.8 81.4 86.8
Div from Assoc & JV 0.1 0.0 0.0 0.0 Creditors Turn (days) 36.8 62.8 81.0 86.0
Other Investing CF (0.8) 0.0 0.0 0.0 Inventory Turn (days) 16.8 17.8 19.3 20.9
Net Investing CF (3.1) (2.1) (17.2) (4.6) Current Ratio (x) 2.9 2.5 1.6 1.6
Div Paid (5.5) (1.3) (1.3) (1.4) Quick Ratio (x) 2.7 2.4 1.4 1.5
Chg in Gross Debt  (0.9) (0.7) 0.0 0.0 Net Debt/Equity (X) CASH CASH CASH CASH
Capital  Issues 0.1 0.0 0.0 0.0 Capex to Debt (%) 173.9 102.5 123.4 123.4
Other Financing CF 0.7 0.6 0.0 0.0 N.Cash/(Debt)PS (S cts) 7.1 7.8 3.8 5.1
Net Financing CF (5.6) (1.4) (1.3) (1.4) Opg CFPS (S cts) 3.62 3.79 5.67 4.72
Net Cashflow (3.5) 3.2 (8.4) 2.7

 

Free CFPS (S cts) 0.74 1.38 2.65 1.99

Source: Company, DBS Vickers 
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DBS Vickers Research receives compensation from the SGX MAS Research Incentive scheme for coverage of 
Eng Kong participating in the scheme. Coverage of this stock has been assigned to DBS Vickers Research by 
the scheme administrator. 
 
As of 02 November 2006, the analyst and his / her immediate family do not hold positions in the securities  
recommended in this report. 
 
DBS Vickers Securities (Singapore) Pte Ltd and its subsidiaries do not have a proprietary position in the 
securities recommended in this report as of 31 October 2006. 
 
ANALYST CERTIFICATION 
The research analyst primarily responsible for the content of this research report, in part or in whole certifies 
that the views about the companies and their securities expressed in this report accurately reflect his/her 
personal views.  The analyst also certifies that no part of his/her compensation was, is, or will be, directly, or 
indirectly, related to specific recommendations or views expressed in this report. 
 

This document is published by DBS Vickers Research (Singapore) Pte Ltd ("DBSVR"), a direct wholly-owned 
subsidiary of DBS Vickers Securities (Singapore) Pte Ltd ("DBSVS") and an indirect wholly-owned subsidiary of 
DBS Vickers Securities Holdings Pte Ltd ("DBSVH").  The research is based on information obtained from 
sources believed to be reliable, but we do not make any representation or warranty as to its accuracy, 
completeness or correctness.  Opinions expressed are subject to change without notice.  This document is 
prepared for general circulation.  Any recommendation contained in this document does not have regard to 
the specific investment objectives, financial situation and the particular needs of any specific addressee.  This 
document is for the information of addressees only and is not to be taken in substitution for the exercise of 
judgement by addressees, who should obtain separate legal or financial advice.  DBSVR accepts no liability 
whatsoever for any direct or consequential loss arising from any use of this document or further 
communication given in relation to this document.  This document is not to be construed as an offer or a 
solicitation of an offer to buy or sell any securities.   DBS Vickers Securities Holdings Pte Ltd is a wholly-
owned subsidiary of DBS Bank Ltd.  DBS Bank Ltd along with its affiliates and/or persons associated with any 
of them may from time to time have interests in the securities mentioned in this document.  DBSVR, DBSVS, 
DBS Bank Ltd and their associates, their directors, and/or employees may have positions in, and may effect 
transactions in securities mentioned herein and may also perform or seek to perform broking, investment 
banking and other banking services for these companies. DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates 
of DBS Vickers Securities (USA) Inc ("DBSVUSA"), a U.S.-registered broker-dealer, may beneficially  own a 
total of 1% or more of any class of common equity securities of the subject company mentioned in this 
document.  DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBSVUSA may, within the past 12 months, 
have received compensation and/or within the next 3 months seek to obtain compensation for investment 
banking services from the subject company.  DBSVUSA does not have its own investment banking or research 
department, nor has it participated in any investment banking transaction as a manager or co-manager in 
the past twelve months. Any US persons wishing to obtain further information, including any clarification on 
disclosures in this disclaimer, or to effect a transaction in any security discussed in this document should 
contact DBSVUSA exclusively.  DBS Vickers Securities (UK) Ltd is an authorised person in the meaning of the 
Financial Services and Markets Act and is regulated by The Financial Services Authority.  Research distributed 
in the UK is intended only for institutional clients. 
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