
 

 
 

 

 

 

www.dbsvickers.com   
Refer to important disclosures at the end of this report  
ed: JS / sa: YM   
 

 
 

Tighter margins hitting bottom-line BUY S$0.19 
 

Price Target : S$ 0.24 (Prev S$ 0.31) 
 

Reporting 
Period 

Performance Mkt Cap FY EPS 
Pre-Ex 
(S cts) 

EPS Gth  
Pre-Ex (%) 

EPS 
Revision 

PE (x) PBV (x) Net Dividend 
Yield (%) 

3Q 2011 
 

Below S$146m 
US$113m 

2010A 
2011F 
2012F 

2.8 
3.1 
3.8 

(48) 
10 
24 

 
-24% 
-12% 

6.8 
6.1 
5.0 

0.8 
0.8 
0.7 

5.3 
5.3 
5.3 

 
Result Summary 
FY Dec (S$ m) 3Q2010 3Q2011 yoy chg 

P&L Items    
Revenues 90.0 127.3 41% 
Gross Profit 12.2 10.5 -14% 
Other operating costs (7.0) (10.2) 46% 
Other income 1.4 0.7 -47% 
Operating profit 6.6 1.1 -83% 
Net interest inc/(exp) (0.4) 2.1 nm 
JV/Associate income 3.2 6.0 88% 
Exceptional Gain/(Loss) 0.0 0.0 nm 
Pretax Profit 9.4 9.2 -2% 
Net Profit (after tax and MI) 7.5 6.8 -8% 
    
Gross Margin (%) 14% 8%  
Operating Margin (%) 7% 1%  
Pretax Profit margin (%) 10% 7%  
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At a Glance 
• 3Q11 PATMI of S$6.8m below; 9M11 forms 58% of 

our FY11F  

• Construction orderbook of S$1.0bn provides strong 
earnings visibility  

• BUY, TP lowered to S$0.24 based on 45% (35% 
previously) discount to RNAV 

Comment on Results 
Results in line. Tiong Seng reported a 41% y-o-y increase in topline 
to S$127.3m on the back of (i) higher recognition from its sales of 
development projects (S$48.1m, + >100% y-o-y) in China (phase 1 
City Residences, totaling 440 units, 51,915sqm and 9 additional 
units at Tianmen Jinwan Building); and (ii) increase in sales of goods 
segment (Cobiax). Strong performances from the above 2 segments 
offset an 11% drop in construction revenues to S$75.9m due to 
decrease in volume of work completed with projects in Singapore 
and Papua New Guinea almost completed. Gross profit, however, 
fell 14% to S$10.5m due to tighter margins in China (which we 
reckon included certain upfront project costs) and lower margin 
construction projects in Singapore. Due to completion of JV 
projects during the quarter, the group also saw higher associate 
income. Taking the above factors, net profit after tax and MI 
declined 8% to S$6.8m.  
 

Unrecognized revenues in China/Singapore to flow through in 
subsequent quarters; strong orderbook of S$1.0bn underpins 
earnings visibility over 2012-2013. While 3Q performance was 
below forecast, we note that Tiong Seng has yet to recognize (i) an 
additional 80 units from phase 1 City Residences and 9 units of 
Tianmen Jinwan Building that was sold; and (ii) a further S$20.2m  
from recently commenced construction projects in Singapore and 
PNG that should flow through in subsequent quarters. We adjust 
our FY11-12F earnings by 12-24% to account for lower margins for 
its City Residences project in China, and term out our construction 
recognition estimates.  
 

Recommendation 
BUY, TP reduced to S$0.24. Looking ahead, the group continues to 
offer strong earnings visibility supported by a construction 
orderbook of S$1.0bn. Our TP is reduced to S$0.24 as we widen 
our discount to 45% to RNAV (from 35% previously), in line with 
Singapore property peers.   
 

ANALYST:  Derek TAN CPA +65 6398 7966 derektan@dbsvickers.com 

DBS Group Research . Equity  16 Nov 2011 
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3Q10 3Q11 % Chg 
  Construction         84.8         75.9  -11% 
  Development 
Properties 

   
4.4         48.1  >100% 

  Rental Income & 
Others 

   
0.8  

   
3.3  >100% 

Revenues       90.0      127.3  41% 
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DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends 
 
DBS Vickers Research is available on the following electronic platforms:  DBS Vickers (www.dbsvresearch.com); Thomson 
(www.thomson.com/financial); Factset (www.factset.com); Reuters (www.rbr.reuters.com); Capital IQ (www.capitaliq.com) and Bloomberg 
(DBSR GO). For access, please contact your DBSV salesperson. 
 
GENERAL DISCLOSURE/DISCLAIMER 
This report is prepared 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").  This report is 
intended for clients of DBSV Group only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any 
means or (ii) redistributed without the prior written consent of DBSVR.   It is being distributed in the United States by DBSV US, which accepts 
responsibility for its contents.  Any U.S. person receiving this report who wishes to effect transactions in any securities referred to herein should 
contact DBS Vickers Securities (USA) Inc (“DBSVUSA”) directly and not its affiliate. 
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 
DBSVR, DBSVS, and/or DBSVH) 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 independent legal or financial advice.  DBSVR accepts no liability whatsoever for any direct, indirect and/or consequential loss 
(including any claims for loss of profit) arising from any use of and/or reliance upon this document and/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.   DBSVH 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.   
 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there 
can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 
assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or 
condensed and it may not contain all material information concerning the company (or companies) referred to in this report. 
 
The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies.  It can be expected that one or more of the estimates on 
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from 
actual results.  Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO 
BE RELIED UPON as a representation and/or warranty by DBSVR, DBSVS and/or DBSVH (and/or any persons associated with the aforesaid 
entities), that:  
 
(a) such  valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and  
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 

assessments stated therein. 
 
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 
mentioned herein.  They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to 
the commodity referred to in this report.  
 
DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, 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. 
 
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.  As of 16 Nov 
2011, the analyst and his / her spouse and/or relatives who are financially dependent on the analyst, do not hold interests in the securities 
recommended in this report (“interest” includes direct or indirect ownership of securities, directorships and trustee positions). 
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COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Vickers Securities (Singapore) Pte Ltd and its subsidiaries do not have a proprietary position in the company mentioned as 
of 14-Nov-2011 

 

2. 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 company mentioned as of 
16 Nov 2011. 

 

3. Compensation for investment banking services: 
 

i. DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBSVUSA may have received compensation, within the past 12 
months, and within the next 3 months receive or intends to seek compensation for investment banking services from the 
company mentioned. 

 

ii. 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. 

 

 

RESTRICTIONS ON DISTRIBUTION 
General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident 

of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 
would be contrary to law or regulation. 
 

Australia This report is being distributed in Australia by DBSVR and DBSVS, which are exempted from the requirement to hold 
an Australian financial services licence under the Corporation Act 2001 [“CA] in respect of financial services provided 
to the recipients.  DBSVR and DBSVS are regulated by the Monetary Authority of Singapore [“MAS”] under the laws 
of Singapore, which differ from Australian laws.  Distribution of this report is intended only for “wholesale investors” 
within the meaning of the CA. 
 

Hong Kong This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by 
the Hong Kong Securities and Futures Commission. 
 

Singapore This report is being distributed in Singapore by DBSVR, which holds a Financial Adviser’s licence and is regulated by 
the MAS.  This report may additionally be distributed in Singapore by DBSVS (Company Regn. No. 198600294G), 
which is an Exempt Financial Adviser as defined under the Financial Advisers Act.  Any research report produced by a 
foreign DBS Vickers entity, analyst or affiliate is distributed in Singapore only to “Institutional Investors”, “Expert 
Investors” or “Accredited Investors” as defined in the Securities and Futures Act, Chap. 289 of Singapore.  Any 
distribution of research reports published by a foreign-related corporation of DBSVR/DBSVS to “Accredited Investors” 
is provided pursuant to the approval by MAS of research distribution arrangements under Paragraph 11 of the First 
Schedule to the FAA.  

 
United Kingdom This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who 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. 
 

Dubai/ 
United Arab 
Emirates 

This report is being distributed in Dubai/United Arab Emirates by DBS Bank Ltd, Dubai (PO Box 506538, 3rd Floor, 
Building 3, Gate Precinct, DIFC, Dubai, United Arab Emirates) and is intended only for clients who meet the DFSA 
regulatory criteria to be a Professional Client.  It should not be relied upon by or distributed to Retail Clients.  DBS 
Bank Ltd, Dubai is regulated by the Dubai Financial Services Authority. 
 

United States Neither this report nor any copy hereof may be taken or distributed into the United States or to any U.S. person 
except in compliance with any applicable U.S. laws and regulations. 
 

Other jurisdictions In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for 
qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such 
jurisdictions. 
 

  

DBS Vickers Research (Singapore) Pte Ltd – 8 Cross Street, #02-01 PWC Building, Singapore 048424 
Tel. 65-6533 9688 

 Company Regn. No. 198600295W 


