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Chip Eng Seng Corporation Ltd 
Solid execution in Singapore property development 
 
SINGAPORE | REAL ESTATE | 1Q17 RESULTS 

 Chip Eng Seng Corporation’s (CES) revenue and net income exceeded our estimate amid 

higher sales of units in Singapore property projects 

 Weaker performance in Australia property development as cooling measures softened 

demand 

 New HDB contract worth S$110.8 million was awarded and has boosted construction order 

book to S$457.2 million from S$568.2 million 

 Construction of a PPVC plant in Tuas Basin to generate long term cost savings and create 

new revenue stream 

Results at a glance

(SGD'mn) 1Q17 1Q16 YoY Comments

Revenue 182 112 63% Mainly due to higher contribution from property development and construction segments

Gross  profi t 29 21 41%

Profi t before tax 13 4 200% Higher marketing and distribution and admin expenses  as  a  result of a  new property 

launch and higher s taff costs

PATMI 6 1 663%

Source: Company, Phillip Securities Research (Singapore)  
Buoyant performance in Singapore property development and expected to continue 

CES launched Grandeur Park Residences in March 2017 and sold almost 72% out of a total of 722 

units till date. With no other new projects planned for launch in the Tanah Merah district, we expect 

CES to sell more units in the next few quarters. CES has completely sold its 60%-owned High Park 

Residences, a 1,399 unit condominium, as at 1Q17. It has c.60% remaining revenue to be recognised 

till the project obtains TOP status in FY19. CES’s other high end 128-unit condominium project, 

Fulcrum, is 78.9% sold amid promotional deferred payment schemes that were introduced in the 

quarter. With an increased sales momentum in Fulcrum units, we remain optimistic that the Group 

will be able to clear the remaining 28 units by end-2018 before qualifying certificate extension 

charges are due. 

Weaker performance in Australia property development from softer demand; Unlikely to improve 

in the near term 

The Group sold three units of Willow Apartments, a 64-unit, residential apartment project in 

Doncaster, Melbourne, where it is 57.8% sold as at 1Q17. The slower sales performance was 

attributed to softer demand in the Melbourne property market, stemmed from cooling measures 

that were enacted by the Australian Government in a bid to curb the sharp rise in housing prices in 

the recent years. Consequently, we expect sales for the remaining units in Willow Apartments to 

remain slow. The development is already more than 50% sold and the Group still has about 12 

months before the project is handed over sometime in FY18. In response to the weaker market, CES 

has delayed its launch of a residential apartment project in South Melbourne to 2H17. The Group 

continues to await for “further hearings and determination” of the litigation issue at its fully sold 

Tower Melbourne residential development project. We have not factored any development surplus 

into our RNAV estimates from Tower Melbourne development, and will not be doing so until there is 

more clarity of the case. 

Investment Action 

We are upbeat on CES as it will be booking in revenue from the mostly sold projects that are 

currently being developed. The newest HDB contract win is timely as order book declined due to the 

completion of one of its construction projects during the quarter, and boosted the Group’s order 

book and revenue visibility to end-2019. The vibrant property sales in Singapore will better help 

realise our RNAV estimate target of CES and will outweigh the slowing market in Melbourne albeit 

considerably small (less than c.10% of RNAV) based on the value of unsold units and land cost of 

unlaunched developments. We upgraded our rating on CES to ‘Buy’ and increased our TP to S$0.90 

(previous S$0.87) based on our FY17 RNAV estimates. 
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COMPANY 8.3 15.2 15.8

STI RETURN 3.4 11.1 23.6

PRICE VS. STI

Source: Bloomberg, PSR

KEY FINANCIALS

Y/E Mar FY16 FY17E FY18E

Gross Rev. (SGD mn) 748      855        782       

Gross Profit (SGD mn) 146      163        149       

Net Income (SGD mn) 36         47          46          

P/B (x) 0.60     0.58       0.58      

DPS (Cents) 4.0        4.0         4.0         

Dividend Yield, % 5.6        5.5         5.5         

Source: Company Data, PSR est.
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New HDB construction contract win has boosted construction order book to S$568 million and will last 

till end-2020 

During the quarter, CES has completed a HDB project at Bukit Batok (N1C13 and N2C23) which has led 

order book to decline to S$457.2 million from S$537.4 million. The Group has bagged a new contract 

(Bidadari Contract 8 and 9) worth S$110.8 million from HDB involving the construction of nine blocks of 

flats and other community facilities for a period of 43 months. Including the new contract win, order 

book has been lifted up to S$568 million from S$457.2 million and will last till end-2020. We are 

expecting the Group to continue tendering for public housing construction contracts where the area 

remains to be their core expertise, however, the Group mentioned that they will also participate in 

public sector infrastructure projects. 

 

Construction of a PPVC plant in Tuas Basin to generate long term cost savings and create new revenue 

stream 

The Group is currently obtaining approval to construct a new prefabricated prefinished volumetric 

construction (PPVC) assembling plant where the production of PPVC construction materials including 

precast concrete and modular construction are among the main purpose of the plant’s construction. We 

expect the plant to be completed and operational by the end of CY17 and will cost about S$10 million in 

capital expenditure including land costs. While the plant is expected to generate cost savings in 

supplying PPVC construction materials for the Group, it will also help the Group in tendering for other 

public sector projects as the Singapore Government is strongly advocating construction companies to 

improve productivity in the construction sector and one of such area is to adopt the use of PPVC 

construction materials. In August 2016, the Group was awarded a contract worth S$75.9 million by GS 

Engineering for the supply of PPVC concrete to be used for the construction of a 4-in-1 rail and bus 

depot and reception tunnels for the Thomson-East Coast line. We opine that the Group is likely to win 

more of such supply contracts moving forward. 
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Valuations 
 

RNAV Valuation (S$ m) Valuation (S$ m )
NAV as at FY17E 801

Development surplus (Singapore) 238
Development surplus (Australia) 79

RNAV* 1118
Shares outstanding (m) 621
RNAV per share (S$) 1.80

Discount (%) 50%
Target Price(S$) 0.90

Current price (S$) 0.71
Upside/(downside), (%) 26.8%

*Our RNAV estimates do not include projected contributions from Tower Melbourne  
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Financials

Income Statement Balance Sheet
Y/E Dec, SGD mn FY15 FY16 FY17E FY18E FY19E Y/E Dec, SGD mn FY15 FY16 FY17E FY18E FY19E
Revenue 676 748 855 782 724 Property, Plant & Equipment 225 220 223 230 237

Cost of Sales -515 -602 -692 -633 -587 Investment Properties 287 296 301 311 321
Other Items of Income Other Non-current Assets 23 12 10 3 -4
Int & Div Income 5 13 10 9 11 Non-Current Assets 536 528 534 544 554
Other Income 5 13 10 9 11 Development Properties 625 1,128 605 189 -135

Other Items of Expense Completed ppties held-for-sale 39 0 0 0 0
Marketing & Distribution -28 -7 -9 -8 -7 Trade & Other Receivables 249 81 316 289 268
Administrative Expenses -57 -60 -73 -66 -62 Cash & Short-Term Deposits 442 482 890 1,021 1,234
Finance Costs -16 -20 -19 -15 -13 Other Current Assets 15 14 14 14 14
Share of Results of Associates 1 -0.7 1.0 1.2 1.4 Current Assets 1,371 1,704 1,825 1,513 1,381
Profit Before Tax 68 76 75 72 71 Total Assets 1,907 2,232 2,359 2,057 1,935
Income Tax Expense -10 -24 -11 -11 -11 Loans & Borrowings 120 234 154 133 123
Net Income 63 36 47 46 46 Trade & Other Payables 117 86 138 127 117

Other Liabilities 80 82 93 103 111
Current Liabilities 317 402 385 362 352

Cash Flow Loans & Borrowings 738 937 1,111 860 724
Y/E Dec, SGD mn FY15 FY16 FY17E FY18E FY19E Deferred Tax Liabilities 16 10 10 10 10

Profit Before Tax 68 76 75 72 71 Non-Current Liabilities 754 947 1,121 870 734
Depreciation & Amortization 6 7 7 7 7 Total Liabilities 1,164 1,456 1,560 1,232 1,086
Other Non-cash items -10 64 -17 -7 52 Non-Controlling Interests -5 11 28 43 58
OCF Before Changes in WC 64 147 65 73 130 Shareholder Equity 743 777 801 827 853

Trade & Other Receivables -27 170 -235 27 21
Trade & Other Payabes 16 -13 52 -12 -9
Inventories 288 -506 522 417 324
Net interest expense -13.9 -15.7 -17.0 -12.2 -9.4
Income Taxes Paid -16 -20 -19 -15 -13 Ratios
Other Items Combined -74 -161 -85 -107 -177 Y/E Dec FY15 FY16 FY17E FY18E FY19E
Cashflow from Operations 300 -251 349 443 397 Valuations, Growth & Margins (%)

PPE & Investment Properties -21 -4 -10 -14 -14 Valuations
Other Items Combined 3 7 0 0 0 P/B (X) 0.6 0.60 0.58 0.58 0.6
Cashflow from Investing -18 3 -10 -14 -14 Dividend Yield (%) 5.7% 5.6% 5.5% 5.5% 5.5%
Loans & Borrowings -82 312 94 -272 -145 Growth
Dividends Paid -37 -25 -25 -25 -25 Revenue -39% 11% 14% -9% -7%
Other Items Combined -5 0 0 0 0 Net Income -78% -43% 30% -2% 1%
Cashflow from Financing -124 287 69 -297 -170 Shareholder Equity 1% 5% 3% 3% 3%
Increase in Cash & Equivalents 157 39 408 132 213 Margins
Cash & Equivalents (Beginning) 285 442 482 890 1021 Gross Profit Margin 30% 24% 20% 21% 21%
Cash & Equivalents (Ending) 442 482 890 1021 1234 Net Profit Margin 24% 9% 5% 5% 6%

Source: Company, Phillip Securities Research (Singapore) Estimates
*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4

< -20% Sell 5

We do not base our recommendations entirely on the  above quantitative return bands.  We 

consider qualitative factors like (but not limited to) a stock's risk reward profile, market 

sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, 

and speculative undertones surrounding the stock, before making our final recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the 
Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or 
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this 
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to 
supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for 
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars 
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge 
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the 
analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert 
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 


