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ne of the main ob-
jectives of investors
when they buy a
public listed stock is
to make capital gains
and at the same Lime receive
dividends from the stock.

In our February issue of
Focus List, we take alook at the
top 100 companies - segregated
into those above and below RM1
bil market capitalisation as at
Dec 31, 2019 - giving the best
total shareholders’ returns (TSR)
in 2019.

Generally, total sharehold-
ers’ returns calculate periodic
dividend payments and/or
proceeds from the sale of the
stock.

Based on compilation from
Bloomberg, oil-and-gas outfit
Dayang Enterprise Holdings Bhd
(above RM1 hil category) takes the
top spot, giving shareholders
returns of 412.2% in 2019 while
the benchmark index lost 4.5%.

Top 100 companies

with best shareholders’ returns

O&G counters give good returns
as oil prices stabilise

Bumi Armada s in third place (ah;sve RM1 bil ;ateg'ory) with

In second position is Data-
sonic Group Bhd with returns
of 254.7% while offshore oilfield
services provider Bumi Armada
Bhd is third with 241.9%.

Lock ...

there are
two parts to
the returns:
paper gain
and dividend

._-,,_1-"

For the below RM1 bil
category, Kejuruteraan Asastera
Bhd (KAB) is in pole position with
shareholders’ returns of 401.4%
in 2019. 0&G downslream player
KNM Group Bhd comes in at
second place with 368.8% while
Master-Pack Group Bhd emerges
in third spot with 346.2%.

Is TSR a good
measurement of returns?
“Shareholders’ returns capture
both capital as well as yield
return and there are two parts
of it; one is just the paper gain
which is the gain or loss on
share price movements, plus
the dividend yield which is
actual cash flow in the hands
of shareholders,” Baker Tilly
Malaysia managing partner, audit
& assurance Datuk Lock Peng
Kuan tells FocusM.

Meanwhile, Etiga Insurance
and Takaful chief strategy officer

total shareholders; reurns of 2419%

Chris Eng says: “Yes, actually
total shareholders returns over a
longer period (three to five years)
should be the best measure for
investors.”

Interestingly, several O&G
counters dominate the top 10
list as investors’ sentiments
improve mainly due to stabilising
crude oil prices, positive leading
indicators, as well as national
oil major Petronas’ guidance
of higher capital expenditure
(capex) in the latter half of 2019.

These factors gave O&G com-
panies a very exciting earnings
outlook in the near future.

“It’s not difficult to under-
stand why the O&G counters
have done better (than other
counters). It could mainly be due
to the recovery and stabilisation
of crude prices which is then
reflected in the improvements in
share prices, so this is the part
on ‘paper gain’ but not the actual
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How we
rank them

WE generated the

data from Bloomberg
according to companies
which turned in the
highest total shareholder
return (TSR), which
factors in capital gains and
dividends (gross) when
measuring the total return
generated by a stock toan
investor.

TSRis the internal rate
of return (IRR) of all cash
flows to an investor during
the holding period of an
investment. Whichever
way it is calculated, TSR
means the same thing;: the
total amount returned to
investors.

Total shareholder
returnis the financial gain
that results from a change
inthe stock’s price plus
any dividends paid by
the company during the
measured interval divided
by the initial purchase
price of the stock.

Assume that an
investor bought 100
shares at RM20 each
and still owns the stock.
The company has paid
outRM4.50 in dividends
since the investor bought
the stock and the current
price is RM24.

TSR =[(current
price - purchase price)
+dividends } + purchase

rice

TSR={(RM24 -RM20)
+RM4.50]+RM20=0.425
*100=42.5%

Dayang Enterprise Bhd
Dayang, which takes the top
spot with the highest TSR,

did not pay dividends in

2019. As such, its impressive
TSRis solely based on one-
year share price gain. The
company managed to return to
prafitability with a net profit

of RM164.22 mil in the financial
year ended Dec 31,2018 from a
net loss of RM144.89 mil in the
previous year on the back of
higher revenue of RM937.64 mil
versus RM695 mil. Tengku Yusof
Tengku Ahmad Shahruddin is

the company managing director.

The company's good
performance continued into the
nine-month period ended Sept
30, 2019 with a jump in net profit
to RM158.05 mil from RM66.5
mil a year ago while revenue
increased to RM761.16 mil from
RM651.99 mil.

Its better profit is mainly
due to higher profit margin
on works orders received and
performed during the current
financial period. The company
has also accounted for a gain on
bargain purchase of RM10.6 mil

arising from the acquisition of
anew subsidiary in the current
period.

In terms of valuations, it
is trading at an attractive 3.3
times P/E ratio. Dayang recently
bagged two contracts for the
provision of integrated hook-
up and commissioning from
Petronas Carigali Sdn Bhd. The
contracts are to last for four
years, effective Jan1,2020 to
Dec 31, 2023.

The counter started the year
2019 at 49 sen per share and
closed at a year-high of RM2.55

onDec 31.

Kenanga Research analyst
Steven Chan, in a research note
recently, said the company
recorded one of its best-ever
quarters in the third quarter
of 2019 (3Q19), blowing away
expectations thanks to strong
work orders from offshore
maintenance, on tap of high
vessel utilisation.

“This trajectory means
financial year 2019 (FY19) is
likely to be one of its strongest
ever, despite 4Q19 expected to
be seasonally weaker, with high

demand for work orders to flo
wellinto FY20.

“With outlook remaining
exciting, we maintain
outperform, with higher TP of
RM2.35" Chan added

Analysts like Dayang
Enterprise as a prime
beneficiary of increased
upstream activities.

Datasonic Group Bhd
Next on the list is Datasonic,
anidentification product and
solution provider. It attracted
strong interest due to improviny
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Eng...

the best
measure is
the returns
over three
to five
years

cash flow gains in the hands of
investors,” says Lock.
“Different benchmarks
serve well for different
purposes, for shorter-term in-
vestors, the total shareholders’
returns could work for them as
they liquidate the investments
fairly quickly to convert the
paper gain into cash flow gain.”

But Lock believes a compa-
ny’s fundamentals are reflected
in its dividend yield as share
price movements could be due
to alot of other factors.

“One could further analyse
the proportion of the returns
on share prices and dividend
yields, so if a company shows
a great return but all of which
came from just the gain from
movement of share prices, one
may need to observe if that will
be reflected in dividend yield.

“One of the checks and
balance is therefore the PE
(price/earnings) ratio, if the
movements in share prices
are not supported by the
fundamental improvements of
a company, then the PE ratio
would indicate so,” Lock adds.

Essentially, TSR is best .

used when analysing venture
capital and private equity
investments.

These investments typ-
ically involve multiple cash
investments over the life of
the business and single cash
outflow at the end through an
initial public offering or sale.

Because TSR is expressed

as a percentage, the figure
is readily comparable with
industry benchmarks or
companies in the same sector.
However, it reflects the past
overall return to shareholders
without consideration of future
returns.

TSR represents an easily
understood figure of the
overall financial benefits
generated for stockholders.
The figure measures how the
marketl evaluates the overall
performance of a company
over a specific time period.

However, TSR is calculated
for publicly traded companies
al the overall level, not at a di-
visional level. Also, TSR works
only for investments with one
or more cash inflows after
purchase. In addition, TSR is
externally focused and reflects
the market’s perception of
performance; therefore, TSR
could be adversely affected if a
fundamentally strong compa-
ny's share price suffers greatly
in the short term.

TSR does not measure the
absolute size of an investment
or its return. For this reason,
TSR may favour investmenls
with high rates of return even
when the dollar amount of the
return is small.

In addition, TSR does not
take into consideration cost
of capital and cannot compare
investments over different time
periods.

Continues next page

Investor sentiment in the stock
after the group was stated to
be actively bidding for the new
RM2 5 hil Integrated Immigration
System (IS) project. For the six
months ended Sept 30, 2019, its
net profit rose to RM27.87 mil
from RM15.9 mil a year ago while
revenue increased to RM121.86
mil from RM106.09 mil.

Datuk Abu Hanifah Noordin
is the president and managing
director of the company.

Bumi Armada Bhd
Third on the list is Bumi

Armada, which plunged into
the red with a net loss of
RM2.3 bil for the financial year
ended Dec 31, 2018 versus a net
profit of RM352.25 mil in the
previous year while revenue
remained flattish at RM2.42 bil,
Analysts expect Bumi Armada’s
prospects to improve on higher
utilisation rate of its Armada
Kraken floating production,
storage and offloading (FPSO)
vessel.

Gary Neal Christenson is the
executive director/CEO of the
company.
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Top 100 shareholders returns (companies with > RM1 bil market cap as at Dec 31, 2019)
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T%H 3 companies (below
RM1

bil market cap)

Kejuruteraan

Asastera Bhd

For companies with a market
cap below RM1 bil, KAB tops
the list with an outstanding
TSR. The electrical and
mechanical engineering
company was incorporated
in1997.Itis led by its founder
and managing director Datuk
Lai Keng Onn.

KAB was recently
appointed by Binastra Land
Sdn Bhd as the nominated
subcontractor for the supply,
delivery, installation, testing
and commissioning of the
electrical services on three
blocks of serviced apartment
and hotel in Kuala Lumpur. The
project has a contract sum of
RM19 mil.

According to TA
Securities, with this job win,
the outstanding order book is
estimated at RM350 mil.

"This translates into 2.5x
FY18revenue. Assuming
agross margin of 18%,
the project is expected to
contribute RM1.4 mil of
net profit or 0.4sen/share
throughout the construction
period; it says.

However, the research
house points out that KAB
secured some RM150 mil
new jobs in 2019, versus
its previous assumption of
RM200 mil.

“This is lower than the
total job wins of RM180 mil
secured the year before.
Earnings adjustment is made
toreflect the actual total
jobwinsinFY19. Asaresult,
earnings forecasts for FY19/
FY20/FY21are lowered
by 6.8%/21.5%/19.2%
respectively.

“We see the management
putting in concerted efforts
inrelated diversification, by
venturinginto energy saving
and solar energy segments,
to offer value-added services
to clients and broaden its
customer base.

“This is a strategy adopted
by KAB to differentiate
itself from other ordinary
mechanical and electrical
engineering service
providers which competeina
fragmented market.

“Inview of the above, as
well as the huge potential
from geographical expansion
in other Asean countries, we
raise the target PE multiple
for KAB from 16x to 18x. This
is also supported by strong
current outstanding order
book of RM350 mil and solid
balance sheet with anet
cash position of RM10.0 mil
or 2.7sen/share as of end-
September 2019

TA Securities cut its
target price from 65 sen to
57.5sen,based on18x CY20
earnings.

“While we see growth

potential in KAB from
related diversificationand

- acquisitions, we think that
the share price may have run
ahead of its fundamental as
it has recorded a whopping
gain of about 605% in just 12
months. Maintain sell it says.

KNM Group Bhd

KNM, led by founder and
group CEO Lee Swee Eng, saw
areversal of fortunes some
10 years ago when it chewed
more than it could swallow.
The O&G downstream player
expanded at a rapid pace via
acquisitions of technology
companies in Italy and Brazil.
It also bought out its partner
in Australia.

In 2008, the company
bought German process
equipment manufacturer
Borsig for RM1.7bil. KNM's
debts ballooned five-fold to
RM1.43 bil by end-2008 to
fund the acquisitions.

However, KNM appears
tobe on the recovery path. It
recognised a one-off reversal
of non-cash deferred tax
asset (DTA) of RM346.64
mil in an investment tax
allowance previously granted
in2012.

InFY2018, KNM posted
ahuge jump inits net loss to
RM774.88 mil from RM48.66
milin the previous year, partly
due to the reversal of the
DTA and higher impairment
charges on its property, plant
and equipment.

For the third quarter
ended Sept 30, 2019, it
returned to the black with
anet profit of RM10.56 mil
fromanetloss of RM17mil on
the back of higher revenue of
RM447.88 mil from RM350.74
mil.

Master-Pack Group Bhd
Master-Pack, formerly known
as Hunza Consolidated Bhd,
is a corrugated fiberboard
carton and packaging material
manufacturer.

The company saw a surge
inits share price after
announcing a sterling set of
results in its third quarter
ended Sept 30, 2019.

It posted a 377.1% jump
in net profit to RM5.98 milin
3QFY19 from RM1.25 mil from
ayear ago while revenue rose
almost 50% to RM55.48 mil
fromRM37.12 mil.

Inthe nine months just
ended, Master-pack posted
a218.5% jump in net profit of
RM12.56 mil on the back of
RM153.56 mil revenue.

The company saw a
significant acquisition of
shares in 2004 by Yayasan
Bumiputra Pulau Pinang
resultinginachangein
the chairman with the
appointment of Datuk Syed
Mohamad Syed Murtaza.
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Top 100 shareholders' returns (companies with < RM1 bil market cap as at Dec 31, 2019)
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COMPANY TOTAL RETURNS (%) MARKET CAP (RMBIL) REVENUE PROFIT DIVIDEND P/E(X)
(JAN2-DEC 31,2019) AS ATDEC31,2019 (RMMIL) (RMMIL) YIELD (%) LATESTEY
LATESTFY |  LATESTFY LATESTFY
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