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Reefer Acquisition

Net EPS EV/
Year to Turnover EBITDA Profit EPS Growth PE EBITDA DPS *
30 June (S$m) (S$m) (S$m) (¢) (%) (x) (x) (¢)

2004 46.1 10.1 6.0 2.9 86.0 6.2 2.2 1.5
2005 49.4 8.1 1.1 0.5 (82.5) 35.3 2.7 2.6
2006F 49.7 6.7 2.7 1.3 155.3 13.8 3.3 1.0
2007F 50.3 7.2 3.1 1.5 13.2 12.2 3.1 1.0
2008F 51.1 7.4 3.2 1.5 4.7 11.7 3.0 1.0

The Acquisition.  Eng Kong is acquiring an 80% stake each in Ming Fung
Container Limited (MFC) and Ming Fung Reefer Container Services Co., Ltd
(MFRC) for HK$32m-34m.  The acquisition is done at 5.0-6.0x FY06 earnings as
the purchase consideration is payable in two installments based on MFC's and
MFRC's results from FY05 to FY07.

Positive impact.  We are positive about this acquisition:

a) Operational synergy.   Eng Kong's 80%-owned EK Kooll is a subcontractor of
MFC and MFRC.  EK Kooll was set up in Jan 06 to provide temperature-
controlled container services.  MFC and MFRC provide reefer container
repair and maintenance services to container terminals and to River Trade
Terminal (RTT) in Hong Kong.  They have exclusive contracts for reefer
services to several operators of the container terminals and RTT.  In addition,
MFRC is also a part and service dealer for several Japanese reefer machinery
manufacturers.  The acquisition enables Eng Kong to expand its reefer (dry
and refrigerated container) business and access new customers in Hong Kong
rapidly.

b) Earnings accretion.  Eng Kong is acquiring both companies at PEs that are
lower than its current PE of 13.8x. Even though there is no profit guarantee
from the vendors but with the second installment of the purchase consideration
pegged to the companies' performance in FY06 and FY07, Eng Kong's downside
risk is mitigated. Assuming Eng Kong consolidates MFC and MFRC results
for FY07, this acquisition is expected to add S$1m to Eng Kong's FY07 profit
(or EPS 0.6¢ ).

Consensus net profit  -- n.a. *  Include Special Dividend 0.3¢ for FY04 & 2¢ for FY05
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c) Better utilisation of cash reserves.  As at 31 Dec
05, Eng Kong has net cash of S$12.2m.  The
amount is high relative to the size of its operation
and in excess of its working capital and capital
expenditure requirements.  Eng Kong is starting
to put the excess cash into good use by making
meaningful acquisition in areas related to its core
competencies.  We believe the current
acquisition is more meaningful compared to Eng
Kong’s previous equity investments even though
the returns from those investments may be
impressive.

Valuation. While the acquisition is positive, we are
keeping our estimate unchanged until we have
better visibility on Eng Kong core operations. Eng
Kong currently trades a forward PE of 13.8x appears
at a premium against its much larger comparable
like Evergreen of 12.3x. Maintain HOLD.
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Figure 1: Profit & Loss

Source: Eng Kong, UOB Kay Hian

Figure 2: Balance Sheet

Source: Eng Kong, UOB Kay Hian

Year to 31 Jun (S$ m) 2004 2005F 2006F 2007F 2008F

Turnover 46.1 49.4 49.7 50.3 51.1

Container depot operations 36.0 37.8 37.1 38.2 39.3
Warehousing & CFS 5.7 5.8 6.3 6.1 5.8
Container sales, agencies, surveys 4.3 5.7 6.2 6.0 5.9
Others 0.0 0.0 0.0 0.1 0.1
Cost of sales (32.3) (35.5) (35.8) (36.1) (36.5)
Distribution costs (1.9) (2.0) (2.1) (2.2) (2.2)
Administrative costs (7.1) (7.1) (7.6) (7.6) (7.7)
Other operating expenses (0.9) (1.0) (1.3) (1.3) (1.4)
EBITDA 10.1 8.1 6.7 7.2 7.4

---------- ---------- ---------- ---------- ----------
Pre-tax profit 6.6 4.8 3.6 4.1 4.3
Taxation (0.3) (3.6) (0.7) (0.8) (0.9)
Minorities (0.3) (0.2) (0.2) (0.2) (0.2)

---------- ---------- ---------- ---------- ----------
Net Profit 6.0 1.1 2.7 3.1 3.2

===== ===== ===== ===== =====
EPS (S$ ¢) 2.9 0.5 1.3 1.5 1.5
DPS (S$ ¢) 1.2 2.6 1.0 1.0 1.0

As at 31 Jun (S$ m) 2004 2005F 2006F 2007F 2008F

Current Assets
Prepayments, deposits, other receivables 2.9 0.1 2.9 3.1 3.1
Inventories 1.2 2.1 2.0 1.5 1.2
Trade receivables 7.1 12.6 8.0 8.5 8.5
Cash & equivalents 22.1 18.8 20.5 23.1 24.9

Non-Current Assets
Fixed assets 24.4 24.8 25.3 25.8 26.3
Interest in joint ventures 0.8 1.1 1.1 1.0 0.9
Others 2.1 1.5 1.6 1.6 1.6

Current Liabilities
Interest bearing loans 0.9 0.6 0.1 0.1 0.1
Trade payables 3.6 9.7 3.6 3.7 3.7
Other payables and accruals 5.8 0.7 6.0 6.5 6.5
Due to minority s/holders 0.0 0.0 0.0 0.0 1.0
Tax payables 0.1 0.4 0.5 0.6 0.6

Non-Current Liabilities 0.0 0.0 0.0 0.0 0.0
Shareholders’ funds 46.3 42.5 46.4 48.9 50.9
Total Equity & Liabilities 60.6 60.9 61.3 64.4 67.4
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Figure 3: Cash Flow

Source: Eng Kong, UOB Kay Hian

Figure 5: Ratios

Source: Eng Kong, UOB Kay Hian

As at 31 Jun (S$ m) 2004 2005 2006F 2007F 2008F

Operating Cash Flow 7.0 5.0 5.2 5.1 6.4
Pretax Profit 6.6 4.8 3.6 4.1 4.3
Depreciation 3.3 3.2 3.0 3.1 3.2
Working capital changes (2.6) (2.7) 2.1 (1.4) (0.3)
Income tax paid (0.4) (0.3) (3.6) (0.7) (0.8)

Investing (5.6) (2.9) (1.9) (1.9) (1.9)
Capex (5.2) (4.0) (2.0) (2.0) (2.0)
Proceeds from fixed asset disposals 5.7 3.6 0.0 0.0 0.0
Interest received 0.1 0.1 0.1 0.1 0.1
Others (6.2) (2.7) 0.0 0.0 0.0

Financing (0.4) (5.6) (2.6) (2.6) (2.6)
Share issue 2.8 0.1 0.0 0.0 0.0
Borrowings 0.0 0.0 0.0 0.0 0.0
Loan repayment (0.8) (0.8) 0.0 0.0 0.0
Dividends paid (2.4) (5.5) (2.6) (2.6) (2.6)
Others (0.1) 0.6 (0.0) 0.0 0.0

Net Cash Inflow/(Outflow) 0.9 (3.5) 0.6 0.6 1.8
Cash & cash equivalent at start of year 19.4 20.4 16.9 17.5 18.1
Cash & cash equivalent at end of year 20.4 16.9 17.5 18.1 19.9

Year to 31 Jun 2004 2005 2006F 2007F 2008F

Growth (%)
Sales 11.5 7.3 0.6 1.4 1.4
EBITDA 51.4 (19.2) (17.8) 7.7 3.6
Pretax profit 80.2 (27.7) (24.0) 12.7 4.8
Net profit 93.2 (82.3) 157.5 13.2 4.7
EPS 87.5 (82.6) 157.5 13.2 4.7

Profitability (%)
Gross profit margin 29.9 28.2 28.0 28.2 28.5
EBITDA margin 21.8 16.4 13.4 14.3 14.6
Pretax margin 14.4 9.7 7.3 8.1 8.4
Net margin 13.0 2.1 5.5 6.1 6.3
ROA 9.9 1.7 4.4 4.8 4.9
ROE 12.9 2.5 5.9 6.3 6.3

Leverage (%)
LT Debt/Equity 4.4 3.4 4.3 4.1 3.9
Total Debt/Total Assets 4.8 3.4 3.6 3.4 3.3
Total Debt/Equity 6.1 4.6 4.5 4.3 4.1
Net Debt (Cash)/Equity (6.0) (12.5) (11.2) (11.8) (14.8)
Interest Cover (x) 45.0 42.4 29.8 32.9 34.5

Working Capital Management (Days)
Debtors’ turnover 56 93 59 62 61
Creditors’ turnover 29 72 26 27 26
Inventory turnover 10 15 15 11 9
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UOB Kay Hian Research Pte Ltd produced this report under the SGX-MAS Research Incentive Scheme.
UOB Kay Hian is compensated S$5,000 per annum for each company covered under the Scheme.

As of 7 June 2006, the analyst and his / her immediate family do not hold positions in the securities recommended
in this report.

We have based this document on information obtained from sources we believe to be reliable, but we do not
make any representation or warranty nor accept any responsibility or liability as to its accuracy, completeness
or correctness.  Expressions of opinion contained herein are those of UOB Kay Hian Research Pte Ltd only and
are subject to change without notice.  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 the addressee only and is not to be taken as substitution for the exercise
of judgement by the addressee.  This document is not and should not be construed as an offer or a solicitation
of an offer to purchase or subscribe or sell any securities.  UOB Kay Hian and its affiliates, their Directors,
officers 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 to or dispose of any such securities.  UOB Kay Hian and its
affiliates may act as market maker or have assumed an underwriting position in the securities of companies
discussed herein (or investments related thereto) and may sell them to or buy them from customers on a
principal basis and may also perform or seek to perform investment banking or underwriting services for or
relating to those companies.

UOB Kay Hian (U.K.) Limited, a UOB Kay Hian subsidiary which distributes UOB Kay Hian research for only
institutional clients, is an authorised person in the meaning of the Financial Services and Markets Act 2000
and is regulated by The Securities and Futures Authority.

In the United States of America, this research report is being distributed by UOB Kay Hian (U.S.) Inc
("UOBKHUS") which accepts responsibility for the contents. UOBKHUS is a broker-dealer registered with
the U.S. Securities and Exchange Commission and is an affiliate company of UOBKH. Any U.S. person receiving
this report who wishes to effect transactions in any securities referred to herein should contact UOBKHUS, not
its affiliate. The information herein has been obtained from, and any opinions herein are based upon sources
believed reliable, but we do not represent that it is accurate or complete and it should not be relied upon as
such. All opinions and estimates herein reflect our judgement on the date of this report and are subject to
change without notice.  This report is not intended to be an offer, or the solicitation of any offer, to buy or sell
the securities referred to herein. From time to time, the firm preparing this report or its affiliates or the principals
or employees of such firm or its affiliates may have a position in the securities referred to herein or hold options,
warrants or rights with respect thereto or other securities of such issuers and may make a market or otherwise
act as principal in transactions in any of these securities. Any such non-U.S. persons may have purchased
securities referred to herein for their own account in advance of release of this report. Further information on
the securities referred to herein may be obtained from UOBKHUS upon request.
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