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We reiterate our BUY recommendation on Dialog Group with
unchanged forecasts and sum-of-parts-based (SOP) fair value
of RM3.66/share, which implies an FY20F PE of 38x — 17%
below its 5-year peak of 46x. Our SOP values the 650-acre
buffer land in Pengerang at RM80 psf.

Dialog together with executive chairman and substantial
shareholder Tan Sri Ngau Boon Keat and Pengerang
Independent Terminals Sdn Bhd are facing a legal suit from
Teguh Kemajuan Sdn Bhd (Teguh) for conspiracy for unlawful
or unjust enrichment.

Teguh is the owner of a 55-acre land in Pengerang which was
compulsorily acquired in April 2013 by the Johor state, which
then subsequently granted development rights to the joint
venture company comprising Dialog, Vopak Group and the
Johor state.

While the court has dismissed Teguh’'s challenge to the
compulsory land acquisition, the company is appealing to the
Federal Court against the decision on January 2018 to award
a higher land price than its original valuation.

Teguh is now claiming US$1.4bil (RM5.6bil) as the projected
profits which would be gained from the land development, as
well as liability to all future income from the land. Excluding
the compulsory land acquisition value which was earlier
awarded, this claim alone translates to an unreasonable
valuation of RM2,335 psf vs. only RM40-RM70 psf currently
for industrial land in Pengerang.

According to Dialog, which will be contending this claim, the
legal suit is frivolous and an abuse of the court process.
Hence, we do not expect the group to make any provision for
liabilities to its future earnings.

Meanwhile, the group has already reached progress stage of
30% for land reclamation of Pengerang Phase 3, which
involves the construction of petroleum/petrochemical storage
and a third jetty at an indicative initial cost of RM2.5bil, in
which Dialog will have an 80% equity stake and the Johor
state 20%.

We expect any co-investments in petrochemical operations
with multinational players to be associate-level, value-
enhancing and internally funded without any equity-raising
requirements. This will be part of a 500-acre zone comprising
further reclaimable land and the adjoining buffer zone.
Additionally, Dialog will be expanding its dormant Langsat
Terminal 3 into a 300,000 m3 storage facility.

Dialog trades at a FY20F PE of 33x, below its 5-year peak of
46x. We view its higher-than-peer premium as justified given
Dialog’s  long-term recurring cash  flow-generating
businesses, which are largely cushioned from volatile crude
oil price cycles, and further underpinned by the Pengerang
development’s multi-year value re-rating bonanza together
with a healthy net cash balance.
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EXHIBIT 1: SUM-OF-PARTS BREAKDOWN

% SOP
FY20F Net profit (RMmil) PE (x) RMmil contribution
Technical services & products 110.6 25 2,799.2 135
Advanced catalyst handling 17.4 25 434.7 21
Plant maintenance 54.6 25 1,364.4 6.6
Tank terminal 182.0 nfa
EPCC and fabricaton 182.8 25 4,624.7 224
Total 547.4
Based on DCF valuation
DCF from 30% -owned Kerth centralised ankage facility (400k cu m)- WAC of 7% 252.0 12
DCF from 80%-owned Tj Langsat tank terminal Phase 1 (400k cu m) 775.9 3.8
DCF from 80% -owned Tj Langsat tank terminal Phase 2 (247k cu m) 287.2 14
DCF from 100% -owned Tj Langsat tank terminal Phase 3 (200k cu m) 153.9 0.7
DCF from Pengerang Phase 1 (45.9% stake in 1.3mil cu m tank terminal) 1,246.5 6.0
DCF from Pengerang Phase 2 (25% stake in 1.3mil cu m tank terminal) 1,766.5 8.6
DCF from Pengerang Phase 1 expansion (45.9% stake in addional 1mil cu m tank terminal) 623.3 3.0
DCF from Pengerang Phase 3 (Assume similar storage capacity and equity stake as Phase 2) 1,542.9 75
DCF 0f 60% stake in Jubail Supply Base Phase 1 in Saudi Arabia (3.5ha) 35.7 0.2
DCF of 50%-owned Bayan enhanced oil recovery project (WAC at 7%, project IRR at15% of cost at US$1.2bil) 1,148.0 5.6
DCF of 25%-owned LNG Terminal at Pengerang (400k cu m) 225.7 11
DCF 0f 20% in RocOil's producton fields of D35, D21 and J4. 459.2 2.2
650 acres of industrial and buffer land in Pengerang- assume 65% stake at RM80 psf 1,472.3 7.1
373 acres of reclaimable land in Pengerang - assume at RM70 psf 1,137.4 55
Sub-total 20,349.5
Holding company shareholders' funds as at 30 June 2018 2,071.2
Less: Cost of subsidiaries and associates (1,761.5)
SOP valuation (RMmil) 20,659.2
No of shares (million) 5,638.3
SOP valuation-basic (RM/share) 3.66
Implied FY20F PE 38
Source: Aminvestment Bank Bhd
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EXHIBIT 4: FINANCIAL DATA

Income Statement (RMmil, YE 30 Jun) FY17 FY18 FY19F FY20F FY21F
Revenue 3,392.9 3,110.6 3,586.4 3,786.7 4,006.7
EBITDA 414.3 523.9 506.1 533.7 571.9
Depreciation/Amortisation (81.7) (104.1) (100.8) (105.8) (111.2)
Operating income (EBIT) 332.6 419.9 405.3 427.9 460.8
Other income & associates 107.0 129.1 165.6 239.5 2732
Net interest 9.2 135 (14.6) (15.9) (16.9)
Exceptional items - 65.6 - - -
Pretax profit 448.8 628.1 556.3 651.6 717.1
Taxation (75.7) (99.8) (69.2) (732 (79.2)
Minorities/pref dividends (2.5) (17.9) (13.6) (30.9) (33.1)
Net profit 370.6 5104 4735 547.4 604.8
Core net profit 370.6 4448 4735 547.4 604.8
Balance Sheet (RMmil, YE 30 Jun) FY17 FY18 FY19F FY20F FY21F
Fixed assets 853.0 1,603.0 1,763.4 1,931.0 2,108.0
Intangible assets 173.9 288.4 288.4 288.4 288.4
Other long-term assets 2,030.6 2,106.6 2,264.5 2,479.1 2,720.3
Total non-current assets 3,057.6 3,998.0 4,316.3 4,698.5 5,116.7
Cash & equivalent 1,425.4 1,265.0 1,287.7 1,330.6 1,373.1
Stock 83.9 92.4 94.3 96.1 98.1
Trade debtors 1,233.9 997.5 1,017.5 1,037.8 1,058.6
Other current assets 16.0 12.3 12.3 12.3 12.3
Total current assets 2,759.1 2,367.2 2,411.8 2,476.9 2,542.1
Trade creditors 1,149.0 1,074.8 1,085.5 1,096.4 1,107.3
Short-term borrowings 4151 3775 415.3 456.8 502.5
Other current liabilities 45.4 74.9 74.9 74.9 74.9
Total current liabilities 1,609.6 1,527.2 1,575.7 1,628.1 1,684.7
Long-term borrowings 1,008.6 1,232.8 1,257.4 1,282.6 1,308.2
Other long-term liabilities 6.3 5.8 5.8 5.8 5.8
Total long-term liabilities 1,014.9 1,238.6 1,263.3 1,288.4 1,314.1
Shareholders’ funds 3,1115 3,500.9 3,777.1 4,115.9 4,483.9
Minority interests 80.7 98.5 112.1 143.1 176.1
BV/share (RM) 0.55 0.62 0.67 0.73 0.80
Cash Flow (RMmil, YE 30 Jun) FY17 FY18 FY19F FY20F FY21F
Pretax profit 448.8 628.1 556.3 651.6 717.1
Depreciation/Amortisation 81.7 104.1 100.8 105.8 1111
Net change in working capital (66.0) 186.7 (112) (11.4) (117
Others (191.9) 42.8 81.8 150.5 177.1
Cash flow from operations 272.6 961.7 727.8 896.5 993.6
Capital expenditure (83.) (816.9) (200.0) (200.0) (200.0)
Net investments & sale of fixed assets - - - - -
Others 34 226.3 (329.9) (4.3) 9.6
Cash flow from investing (79.7) (590.6) (529.9) (204.3) (190.4)
Debt raised/(repaid) - - - - -
Equity raised/(repaid) - - - - -
Dividends paid (149.4) (180.4) (197.3) (208.6) (236.8)
Others 9.2 135 (14.6) (15.9) (16.9)
Cash flow from financing (140.3) (166.9) (211.9) (224.5) (253.7)
Net cash flow 52.7 204.1 (14.0) 467.7 549.4
Net cash/(debt) b/f (457.0) 74 69.3 1.6 (345.3)
Net cash/(debt) c/f 7.4 69.3 1.6 (345.3) (385.0)
Key Ratios (YE30 Jun) FY17 FY18 FY19F FY20F FY21F
Revenue growth (%) 339 (8.3) 15.3 5.6 5.8
EBITDA growth (%) 75 26.5 (34) 5.5 7.2
Pretax margin (%) 13.2 20.2 15.5 17.2 17.9
Net profit margin (%) 10.9 16.4 13.2 14.5 15.1
Interest cover (x) nm nm 217 27.0 27.2
Effective tax rate (%) 16.9 15.9 12.4 11.2 11.0
Dividend payout (%) 40.3 35.4 417 38.1 39.2
Debtors turnover (days) 107 131 103 99 95
Stock turnover (days) 9 10 9 9 9
Creditors turnover (days) 102 130 110 105 100

Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“Aminvestment”)
without regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell,
warranty, representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence
any one to buy or sell any real estate, securities, stocks, foreign exchange, futures or investment products. AmInvestment
recommends that you evaluate a particular investment or strategy based on your individual circumstances and objectives
and/or seek financial, legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at
the time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair
and reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they
are accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this
report constitute Aminvestment’s views as of this date and are subject to change without notice. Notwithstanding that,
Amlinvestment has no obligation to update its opinion or information in this report. Facts and views presented in this report
may not reflect the views of or information known to other business units of Aminvestment's affiliates and/or related
corporations (collectively, “AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or
republished for any purpose without AmInvestment’s prior written consent. AmInvestment, AmBank Group and its respective
directors, officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or
consequential losses, loss of profits and/or damages arising from the use or reliance of this report and/or further
communications given in relation to this report. Any such responsibility is hereby expressly disclaimed.

Aminvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which
may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you
should have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer
will not be affected.
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