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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 0.0 (3.0) 8.3 2.4 0.0 

Relative 0.0 (10.4) (19.4) (28.7) 0.0 

52-wk Price low/high (MYR) 0.57 – 0.75 

 

 
Source: Bloomberg 

 

 

 

 MYR0.88 FV based on 8.5x FY24F P/E. Kumpulan Kitacon’s long-term 

relationship with renowned developers may continue supporting its 
orderbook replenishment and profit growth. The 8.5x P/E is within the 8-10x 
P/E range ascribed to most small cap peers under our coverage and is at a 
c.30% discount to Bursa Malaysia Construction Index’s 5-year mean P/E of 
12.4x. In light of the stable and consistent job replenishment trends, we 
view its valuation as undemanding – trading at 6.3x FY24F P/E (>2SD 

below the Bursa Malaysia Construction Index’s 5-year mean). 

 Robust outstanding orderbook. KITACON has secured new jobs worth 

MYR906.8m (already a record high) in FY23 as of 22 Aug. This brings its 
outstanding orderbook to MYR1.4bn (cover ratio of 2.9x based on FY22 
revenue). We expect the group to secure another MYR100m worth of jobs 
by end FY23F, with FY24F and FY25F estimated to clinch MYR800m and 
MYR900m worth of new orders. We believe this is reasonable as the 
group’s current ongoing tenders as of 22 Aug are at MYR1.2bn (for 34 
projects). Its tender entries are done throughout the year – enabling a 
steady flow of job wins with 13 new jobs secured thus far for FY23.  

 Strategic focus in Selangor. More than 70% of KITACON’s revenue is 

derived from projects in Selangor. This enables the group to capitalise on 
Selangor’s GDP growth, whereby the Selangor Government projected a 
GDP growth rate of 6.5-7% annually from 2021-2025 under the First 
Selangor Plan. This projected growth rate is much higher than the target 
GDP growth pa of 5-6% from 2021-2025 under the Mid-Term Review of the 
12th Malaysia Plan. Industrial properties may serve as a growth factor for its 
orderbook, with Selangor recording MYR5.4bn transactions of industrial 

properties in 1H23 (FY22: MYR10.1bn).  

 Earnings projection. We are projecting a 3-year earnings CAGR of 14% 

for KITACON, underpinned by estimated sturdy job win targets of 
MYR800m and MYR900m for FY24F and FY25F vs MYR400-600m in 
FY21-22. The record high job replenishment in FY23F would also ensure 
higher progress billings as they move along the S-curve. Meanwhile, the 
scenario of having too many jobs is not a concern as the average tenure of 
jobs is relatively short at 18-24 months, with some even shorter than a year. 
A rerating catalyst for the stock includes potentially securing more jobs in 
Johor, as the state contributed 1.6% of revenue in FY21. 

 Net operating cash flow generation is expected to be healthy at 

MYR36-56m pa in FY23-25F, thanks to its stable earnings growth. In 
addition, KITACON’s net cash is forecasted to be at MYR113-168m pa in 
the same period. This should support the commitments in terms of capex 
and also dividends. Assuming a 25% dividend payout ratio (similar to the 
group’s policy), we derive prospective yields of 3.2% to 4.4% for FY23-25F. 

 Key risks include lower-than-expected job replenishments, unexpected 

delays, and loss of key management personnel. 
 
 

 

 

Source: Company data, RHB 
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KITACON MK (KITACON MK)
Price Close Relative to KLPRP Index (RHS)

Forecasts and Valuation Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total turnover (MYRm) 456              488              718              899              943              

Recurring net profit (MYRm) 38                38                41                51                57                

Recurring net profit growth (%) (0.5)              2.1               6.6               25.6             10.3             

Recurring P/E (x) 8.62             8.45             7.93             6.31             5.72             

P/B (x) 1.8               1.5               1.3               1.1               1.0               

P/CF (x) 4.03             20.16           5.99             9.09             5.85             

Dividend Yield (%) 39.8             3.1               3.2               4.0               4.4               

EV/EBITDA (x) 4.59             4.46             3.81             2.80             2.07             

Return on average equity (%) 18.7             20.2             17.8             19.4             18.6             

Net debt to equity (%) net cash net cash net cash net cash net cash

Note: 
Small cap stocks are defined as companies with a market 
capitalisation of less than USD0.5bn. 
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Kumpulan Kitacon   Malaysia Trading Idea 

22 September 2023 Construction & Engineering | Construction 

See important disclosures at the end of this report 
2 

    
 Market Dateline / PP 19489/05/2019 (035080) 

 

Financial Exhibits 
 

  Asia 

Malaysia 

Construction & Engineering 

Kumpulan Kitacon 

KITACON MK 

Not Rated 

 

Valuation basis 

8.5x FY24F P/E 

 

Key drivers 

Kitacon's earnings is supported by expanding 
orderbook, improving outlook of the property sector. 
 

Key risks 

i. Higher-than-expected material and labour cost; 
ii. Lower-than-expected sales; 
iii. Lower-than-expected margins. 

 
 

Company Profile 

Kumpulan Kitacon is a building construction contractor 
for residential and non-residential buildings. As a main 
contractor, the group is responsible for the overall 
project. This includes project planning and 
management, appointment of subcontractors, 
procurement of labour and materials, and monitoring 
the entire building construction process to ensure timely 
completion up to project handovers to customers.  
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary (MYR) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Recurring EPS 0.08                    0.08                    0.08                    0.10                    0.11                    

DPS 0.26                    0.02                    0.02                    0.03                    0.03                    

BVPS 0.37                    0.43                    0.49                    0.57                    0.65                    

Return on average equity (%) 18.7                    20.2                    17.8                    19.4                    18.6                    

Valuation metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Recurring P/E (x) 8.62                    8.45                    7.93                    6.31                    5.72                    

P/B (x) 1.8                      1.5                      1.3                      1.1                      1.0                      

FCF Yield (%) 23.0                    2.5                      13.6                    8.5                      14.6                    

Dividend Yield (%) 39.8                    3.1                      3.2                      4.0                      4.4                      

EV/EBITDA (x) 4.59                    4.46                    3.81                    2.80                    2.07                    

EV/EBIT (x) 5.01                    4.86                    4.15                    3.03                    2.25                    

Income statement (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total turnover 456 488 718 899 943

Gross profit 81 91 106 141 152

EBITDA 54 56 56 70 77

Depreciation and amortisation (5) (5) (5) (5) (6)

Operating profit 50 51 51 65 71

Net interest 2 1 2 2 3

Pre-tax profit 52 53 54 67 74

Taxation (11) (13) (13) (16) (18)

Reported net profit 42 40 41 51 57

Recurring net profit 38 38 41 51 57

Cash flow (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Change in working capital 43.1 (25.7) 10.5 (18.8) (4.6)

Cash flow from operations 80.6 16.1 54.3 35.8 55.6

Capex (5.8) (8.0) (10.0) (8.0) (8.0)

Cash flow from investing activities 2.1 18.9 26.3 (8.0) (8.0)

Dividends paid (59.5) (31.7) (10.3) (12.9) (14.2)

Cash flow from financing activities (44.5) (39.4) (7.4) (9.5) (10.4)

Cash at beginning of period 5.9 44.0 39.6 112.7 131.0

Net change in cash 38.1 (4.4) 73.1 18.2 37.2

Ending balance cash 44.0 39.6 112.7 131.0 168.2

Balance sheet (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total cash and equivalents 83 76 113 131 168

Tangible fixed assets 31 20 25 28 30

Total assets 451 409 580 704 768

Short-term debt 1 0 1 2 3

Total long-term debt 6 0 0 0 0

Total liabilities 267 194 335 420 441

Total equity 184 215 245 284 327

Total liabilities & equity 451 409 580 704 768

Key metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Revenue growth (%) (7.0) 7.1 47.2 25.2 4.9

Recurrent EPS growth (%) (96.0) 2.1 6.6 25.6 10.3

Gross margin (%) 17.8 18.7 14.8 15.7 16.1

Operating EBITDA margin (%) 11.9 11.4 7.8 7.8 8.2

Net profit margin (%) 9.2 8.3 5.7 5.7 6.0

Dividend payout ratio (%) 309.6 24.8 25.0 25.0 25.0

Capex/sales (%) 1.3 1.6 1.4 0.9 0.8

Interest cover (x) 189 391 1,602 672 443
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Investment Thesis 
A preferred builder by renowned developers. KITACON has established a long-term 

business relationship with its customers. Out of the top five customers, three have been 
dealing with it for over 10 years, ie major property developers such as Sime Darby Property 
(SDPR MK, BUY, TP: MYR0.93), SP Setia (SPSB MK, BUY, TP: MYR0.93), and Worldwide 
Holdings (WHO MK, NR). Most of the group’s projects revolve around landed residential 
property, which contributed 86% of FY22 revenue, mainly for townships. These affiliations 
serve as a clear testament to the trust and confidence that these developers have in 
KITACON's capabilities. 

 

 

Highly reputable clients with good track record to provide good job opportunities. 

Moreover, KITACON’s clients such as SDPR, in particular, has a FY23F sales target of 
MYR2.7bn, backed by a MYR4bn (FY22 actual GDV launched: MYR2.6bn) GDV launch 
plan for the same year with a strategic product mix (c.45% landed residential, 39% high-rise 
residential, c.16% industrial). Thus far, SDPR has launched projects totalling MYR2.1bn in 
terms of GDV in 1H23, while landed residential and industrial properties recorded average 
take up rates of 80% and 88% as of 20 Aug. Likewise, SPSB has earmarked a MYR6.2bn 
GDV launch plan for FY23F (FY22 actual GDV launched: MYR3.1bn). The ability of 
KITACON’s clients to launch new projects will bode well for the group’s opportunities to 
tender for jobs from the said developers. 

 

Figure 2: Annual new launches by Sime Darby Property in 
terms of GDV (MYRbn) 

Figure 3: Annual new launches by SP Setia in terms of GDV 
(MYRbn)  

 

 

Source: Company data Source: Company data 

 

High quality workmanship. The quality of KITACON’s workmanship and construction 

works is assessed through the Quality Assessment System in Construction (QLASSIC), a 
system introduced by the Construction Industry Development Board (CIDB) to measure and 
evaluate the quality of workmanship of building construction work, based on the 

Figure 1: KITACON’s major customers 

Customer 
Type of construction services 

provided 
Length of relationship  

 

Residential, commercial 
and industrial buildings, 

and other related services 
24 years 

 

Residential buildings 22 years 

 

Residential buildings 13 years 

Source: Company data 
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Construction Industry Standard. QLASSIC serves as a benchmark for the quality of 
construction against industry standards, based on a scoring system.  

From 2018 up to 30 Nov 2022, 31 out of the group’s total 41 QLASSIC assessments 
achieved a minimum score of 80%, which is higher than the average QLASSIC scores of 
approximately 69% in 2019 and 72% in 2020 published by CIDB. Such attributes make 
KITACON a preferable option among property developers. In comparison with its peer, Inta 
Bina (INTA MK, NR), the company recorded a minimum score of 80% for six out the total of 
12 QLASSIC assessments carried out from Nov 2014 to Dec 2019. 

 

Figure 4: Example of the QLASSIC score assigned to Elmina West Project 

 

Source: Company data 

 

Steady orderbook replenishment trend. As of 22 Aug, KITACON has secured 

MYR906.8m worth of new jobs in FY23 – already reaching a record high for the group. We 
note that the new jobs secured YTD as of 22 Aug came from various clients – GuocoLand 
(11.2%), SP Setia (10.5%) and Sime Darby Property (5.8%) among others, indicating 
minimal client concentration risk. This brings the group’s outstanding orderbook as of 22 
Aug to MYR1.4bn – providing earnings visibility of up to c.3 years, with more than c.20% 
coming from major clients such as SDPR.  

Meanwhile, KITACON’s tender book stands at MYR1.2bn spread over 34 projects as at 22 
Aug. We gathered that its tender entries are done throughout the year – therefore, the group 
has the ability to increase its chances of securing new jobs at a steady flow. YTD, the 
number of jobs won is 13, indicating that job awards for the group are constant.   

Furthermore, its specialisation in township construction enables it to continue to bid for 
contracts for various parcels across different phases within the same township 
development, as well as the same group of customers. As a result, revenue continues to be 
generated from the said customers. 

The main factor for this comes from the aforementioned relationship it has with long-time 
customers. As the nature of the group’s business is project-based, and typically each project 
is for a duration of 18-24 months on average, the long-established business relationships 
with customers demonstrate a continuity in the business relationships with repeat customers. 
Such replenishment trends also imply that the group has commendable project 
management skills, as it is able to begin new projects in a short period of time.   
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Figure 5: KITACON’s annual job replenishment trend 
(MYRm) 

Figure 6: Breakdown of KITACON’s annual job replenishment 
trend according to segments (MYRm) 

 

 

Source: Company data Source: Company data 

 

 

Strategic focus in Selangor. Aside from having an emphasis on landed townships, which 

are still in demand, the majority of KITACON’s projects are in Selangor – with projects in the 
state contributing easily over 80% of total revenue. This could enable the group to ride on 
the state’s GDP growth, whereby the Selangor Government projected a GDP growth rate of 
6.5-7% annually from 2021-2025 under the First Selangor Plan. This projected growth rate 
is much higher than the targeted GDP growth pa of 5-6% for the 2021-2025 period under 
the Mid-Term Review of the 12th Malaysia Plan. 

Moreover, the value of residential property transactions in Selangor during 1H23 stood at 
MYR13.7bn, 10.5% YoY higher from 1H22’s MYR12.4bn. Based on our compilation from 
the National Property Information Centre (NAPIC), the value of transactions for two- to three- 
storey terrace houses (which is the main type of building built by KITACON) in Selangor has 
reached MYR15.3bn in 2022 from MYR10.6bn in 2020 – staging a recovery from the 
pandemic year (Figure 8). While the value of transactions for two- to three-storey terrace 
houses in 1H23 stood at MYR7bn (1H22: MYR7.5bn), we think this figure may be higher for 
2H23 – supported by overall higher loan applications and approvals for the property sector 
in 7M23, which grew 52% YoY and 64% YoY as per Bank Negara Malaysia’s statistics 
(Figure 9). 

Figure 7:  Breakdown of KITACON’s new job wins according to projects (MYRm) 
as of 22 Aug 

 
Note: Based on the date of completion stated in the letter of award or revised completion date based on 
extension of time pending or granted by our customers 
Note 2: Refers to contract value which includes variation orders 
Source: Company data 
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Figure 8: Value of transactions for two- to three-storey 
terrace houses in Selangor (MYRbn) 

Figure 9: Number of loans approved for the property sector 

 

 

Source: National Property Information Centre (NAPIC) Source: Bank Negara Malaysia (BNM) 

 

Growing contribution from the non-residential segment. Out of the MYR906.8m new 

job wins for YTD-FY23, c.75% is for residential buildings while 25% is for non-residential 
buildings. We also observed that the job wins for the non-residential segment have been 
steadily increasing – reaching MYR254m for YTD-FY23 from just MYR13.5m in FY21 
(Figure 6).   

As for its outstanding orderbook as of 22 Aug, around 25% comes from non-residential 
projects comprising of commercial buildings such as malls and the warehouses. A few 
notable industrial projects include Delloyd Industrial (MYR22.3m) and an industrial park at 
Kota Seri Langat (MYR227.8m). We take the view that KITACON is in a sweet spot to 
leverage on the growth of industrial properties in Selangor. The transaction value for 
industrial properties in Selangor stood at MYR5.4bn for 1H23, more than half of the 
MYR10.1bn seen in FY22. 

 

Investment in value-added system and facility. KITACON has consistently demonstrated 

a commitment to enhance its operations by investing in value-added systems and facilities. 
Among these investments are the allocation of resources towards acquiring an aluminium 
formwork system and establishing storage and refurbishment facilities. Since 2017, 
KITACON has started using aluminium formwork and progressively increased its utilisation 
over the years. As a result, the adoption has shown a steady rise, growing from 26% in 
FY19 to approximately 60% in FY22 and 70-80% currently.  

Furthermore, MYR18m of the IPO proceeds has been designated for the purpose of 
procuring an estimated 25,000sq m of aluminium formwork systems. This acquisition is 
intended to be carried out gradually over a span of 36 months. This strategic move supports 
KITACON’s expansion efforts in scaling up its construction activities utilising aluminium 
formwork systems. 

Generally, the use of aluminium formwork system would lower the group’s estimated project 
cost during the tender bid by approximately 1% - 1.5% as compared to using conventional 

Figure 10: Value of transactions for industrial properties in Selangor (MYRbn) 

         
Source: NAPIC 
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timber formwork. The advantages of using aluminium formwork system enable KITACON 
to be competitive in its bids while reducing reliance on labour. Typically, the aluminium 
formwork has a useful life of up to 10 years and can be used for approximately 300 cycles, 
subject to proper repair and maintenance after each use as compared to conventional 
timber formwork, which can only be used for up to five cycles, thereby reducing wastage at 
sites. 

Figure 11: Aluminium formworks vs conventional formworks 

Characteristics Aluminium Formworks Conventional Formworks 

Speed of construction 7 days cycle per floor Minimum cycle time of 21 days 

Quality of surface finish 
Excellent – plastering is not 

required 
Bad – plastering is required 

Wastage of formwork material Very little High 

Pre-planning of formwork system 
Can be done in advance and 

fabrication of formwork can done 
offsite 

To be done onsite and time consuming with modifications required 
throughout the process 

Re-usage value of formwork system 250-300 times Maximum 50 times 
 

Source: Sourced from Kerjaya Prospek 

 

Figure 12: Layout plan of aluminium formworks systems Figure 13: Aluminium formworks systems at sites 

 

 

Source: Company data Source: Company data 
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Financial Overview And Valuation 
Results highlight. KITACON reported 2QFY23 revenue and core earnings of MYR191m 

(+18% QoQ) and MYR8.7m (-14% QoQ). This brings 1H23 revenue and core earnings to 
MYR352.6m and MYR18.8m. Despite a higher revenue due to higher construction activities 
from the residential (78% of revenue) and industrial segment (15% of revenue), KITACON’s 
lower 2Q23 core earnings QoQ was due to lower profit margin from ongoing projects which 
are mostly at the initial stage. As the projects progress along the S-curve – room to 
recalibrate the margin is there. 

Typically, the group will allocate higher cost estimates during the initial stage of our projects 
due to higher uncertainties of cost savings realisation, which are subject to factors such as, 
among others, fluctuations in the prices, and availability of construction materials. As part 
of the group’s cost management strategy, it adopts just-in-time purchasing (where orders 
for construction materials are made as and when they are required at different construction 
stages) and negotiate with suppliers and subcontractors at different stages of construction. 
In the event the group obtains more favourable negotiated terms from its suppliers or 
subcontractors which leads to lower costs – GPM may improve vs what was initially 
budgeted. 

Earnings forecasts. We foresee recurring net profit growth to be at 6.6% in FY23F before 

recording a double-digit growth in FY24F-25F as existing projects progress along the S-
curve, combined with potential margin recalibration. Recall that KITACON has already 
secured MYR906.8m for the year as at 22 Aug vs MYR433m and MYR602m in FY21 and 
FY22 – which is a record high. The record high of new jobs won in YTD-2023 may serve as 
an earnings driver for FY24F-25F. We impute a job replenishment target of MYR1bn for 
FY23F and MYR800m and MYR900m for FY24F and FY25F – backed by its robust pipeline 
launches of its major clientele – SDPR and SPSB, among others.  

Cash flow and balance sheet. Net operating cash flow generation is expected to be healthy 

at MYR36-56m pa in FY23F-25F, thanks to its stable earnings growth. In addition, 
KITACON’s net cash is forecasted to be at MYR113-168m pa in the same period. This 
should support the commitments in terms of capex (estimated at MYR8m-10m pa) and also 
dividends. 

Dividend policy. KITACON has a dividend policy of distributing at least 25% of earnings 

for FY23F-25F and we pencil in a similar payout ratio assumption for the said years. This 
translates into dividend payments of MYR10.3m, MYR12.9m, and MYR14.2m for           
FY23F-25F – with prospective yields of 3.2-4.4% based on the latest share price of 
MYR0.65. The most recent dividend declared was in 1Q23, with 1 sen per ordinary share 
amounting to MYR5m. Given its stable operating cash flow and net cash level – we do not 
discount the possibility of a higher payout ratio. 

 

Figure 14: Revenue trend (MYRm) Figure 15: Core net profit (MYRm) and margin trends (%) 

  

Source: Company data, RHB Source: Company data, RHB 
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Valuation. We ascribe a FV of MYR0.88 based on a target P/E of 8.5x pegged to its FY24F 

earnings. For peer comparison purposes, we chose some local peers mainly involved in 
construction of residential properties, eg Kerjaya Prospek (KPG MK, BUY, TP: MYR1.50), 
MGB (MLG MK, BUY, TP: MYR1.10) and INTA. In our view, KITACON should trade at a 
discount to KPG’s FY24F (or 2-year forward) P/E of 10.4x. This is premised on KPG’s 
established track record since listing, its diversified business consisting of property 
development and manufacturing in addition to construction plus KPG’s larger size in terms 
of market capitalisation.  

On the other hand, KITACON should trade at a premium to INTA’s and MLG’s FY24F P/E 
of 6.8-7.1x given the two peers’ lower profit base of MYR8-27m in the past three financial 
years and lower ROAE. Therefore, the suitable P/E valuation range for KITACON should be 
at 8.5x, in our view – which is also within the 8-10x range ascribed to most small cap 
contractors under our coverage. The valuation target is also at a c.30% discount to Bursa 
Malaysia Construction Index’s 5-year mean P/E of 12.4x due to its relatively small market 
capitalisation of MYR325m. 

 

Figure 17: Peer comparison                        

Company 

  
Mkt 
Cap 

(USDm) 

Price  
P/E (x) 

Div. 
Yld (%) 

ROAE 
(%) 

EV/ 
EBITDA 

NP Growth 
(%) 

Country FYE 18-Sep-23 

    
(Local 

Currency) 

Actual 1 Yr 
Fwd 

2 Yr 
Fwd 

1 Yr 
Fwd 

1 Yr 
Fwd 

1 Yr 
Fwd 

1 Yr 
Fwd 

2 Yr 
Fwd 

Kumpulan Kitacon MA 12/2023 70.5 0.66 7.2 7.3 6.4 3.1 17.8 3.6 6.6 25.6 

             

Peers     
        

Kerjaya Prospek Group  MA 12/2023 336.1 1.25 13.9 11.4 10.4 6.1 10.8 5.1 16.4 17.0 

MGB  MA 12/2023 88.9 0.71 35.5 10.1 7.1 1.4 8.1 4.3 193.8 33.1 

Inta Bina  MA 12/2023 29.1 0.26 13.4 6.5 6.8 3.9 13.7 3.8 105.7 -4.8 

             

             

Mkt. Cap Weighted Avg.   268.0  18.1 10.8 9.5 5.0 10.5 5.0 56.9 18.8 

Simple Avg.     151.4   17.4 9.1 7.8 3.5 11.6 5.2 97.5 16.2 

Source: Bloomberg, RHB              

 

 

Figure 16:  KITACON’s net operating cash flow, capital expenditure, and 
dividends paid (MYRm) 

 
Source: Company data, RHB 
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Company Overview  
KITACON is a G7 building construction contractor. Its main focus lies in constructing various 
types of buildings, encompassing both residential and non-residential structures. As a 
contractor, the group assumes comprehensive responsibility for projects, which entails 
project planning and management, as well as the process of obtaining necessary approvals 
and permits. Its primary market is centred in Malaysia, specifically in regions such as 
Selangor, Negeri Sembilan, and Johor. 

Its business segments comprise the following:  

i. Residential buildings (86.3% of FY22 revenue) are mainly used for dwelling 

purposes and include landed properties such as terrace, semi-detached, and detached 
houses, cluster houses and townhouses, as well as low-rise and high-rise residential 
properties; 

Figure 18: Examples of residential buildings – terrace, semi-detached, and detached houses 

                            
Source: Company data 

 

ii. Non-residential buildings (12.2% of FY22 revenue) primarily involve commercial, 

industrial, purpose-built, and institutional buildings. Examples of respective types of 
buildings are listed below: 

a. Commercial buildings such as shop offices and shopping mall; 

b. Industrial buildings such as factories and warehouses; 

c. Purpose-built buildings such as clubhouse and show village; and 

d. Institutional buildings such as schools. 

Figure 19: Examples of non-residential buildings – industrial, commercial, purpose-built and institutional 

 
Source: Company data 

 

iii. Other related services (1.5% of FY22 revenue) includes earthworks, roadworks, 

hoarding works, rectification works, piling works, and infrastructure works. 
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Figure 20: Examples of other related services – roadwork, hoarding work and earthwork 

 
Source: Company data 

 

Figure 21: KITACON’s process flow 

 

Source: Company data 
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Key Risks 
Subject to regulatory requirements. KITACON is obligated to adhere to regulatory 

requirements in the countries where it operates and provides its services. These 
requirements encompass the possession of crucial licenses, permits, and certifications, 
subject to strict compliance with relevant laws and conditions. Failure to comply could result 
in the revocation of these permits or the inability to renew them upon expiration. Such 
outcomes could have adverse effects on KITACON’s ability to continue its operations, 
thereby impacting its financial performance. 

Dependent on Executive Directors and key senior management. The continuing 

success is heavily dependent upon the services of its Executive Directors and key senior 
management who have extensive knowledge and experience in the business and industry. 
As such, the loss of any Executive Directors and/or key senior management without suitable 
or timely replacements may result in an adverse effect on group operations and may 
eventually affect its ability to maintain and/or improve business or financial performances. 

Dependent on ability to replenish orderbook. Given the construction industry operates 

on a project-oriented basis, the revenue of the business originates from the successful 
implementation and completion of individual projects. Consequently, the financial 
performance of KITACON hinges on its capacity to acquire new projects and refill its order 
book. To achieve this, the group must consistently present bids to secure new ventures. In 
cases where projects within the orderbook face cancellations, delays, or rescheduling, and 
if the acquisition of new projects does not occur promptly, there is potential for negative 
repercussions on the group’s operational outcomes and financial standing. 

Escalation of construction costs. KITACON typically operates with projects structured 

under fixed-rate or lump sum contracts. In these arrangements, the contract's total value 
and the associated cost of the designated scope of work are established and outlined. 
Consequently, if there is a rise in costs related to materials or labour, the group is unable to 
transfer these additional expenses to its clients. This situation has the potential to negatively 
impact its financial performance. Nevertheless, the group has decided to undertake review 
at four different stages of the project (ie upon commencement of the project, upon 
completion of 35% of the project, upon completion of 70% of the project and upon obtaining 
Certificate of Practical Completion) starting in 2022. KITACON revises its cost estimates 
when actual costs incurred are lower than budgeted costs, which are usually achieved 
through, among others, more favourable negotiated terms from suppliers such as early 
payment discounts, bulk discount for purchase of building materials and lower 
subcontractors’ pricing 

Unexpected delays or interruptions. The construction works provided by KITACON are 

subject to unexpected delays or interruptions caused by factors beyond its control such as 
natural disaster and delay in obtaining permits. Thus, if there are any delays in the progress 
of its projects, its timing of delivery will be affected and this will subsequently result in project 
costs overruns and would affect the recognition on revenue thus affecting the group’s 
financial performance. 
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Recommendation Chart 

 
Source: RHB, Bloomberg 

 

 
Source: RHB, Bloomberg 
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RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 
 

Investment Research Disclaimers 
 
RHB has issued this report for information purposes only. This report is intended for 
circulation amongst RHB and its affiliates’ clients generally or such persons as may be 
deemed eligible by RHB to receive this report and does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person 
who may receive this report.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 
investors should make their own informed decisions before relying on the same. 
 
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 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 
 
All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 
time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 
any liability for any direct, indirect or consequential losses, loss of profits and/or 

damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement of facts made in this report are 
accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to 
be reasonable and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 
 
This report may contain comments, estimates, projections, forecasts and expressions 
of opinion relating to macroeconomic research published by RHB economists of which 
should not be considered as investment ratings/advice and/or a recommendation by 
such economists on any securities discussed in this report. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 
recommended in this report may be unsuitable for an investor depending on the investor’s 
specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 
 

This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 
unknown risks, uncertainties and other factors which may cause the actual results, 
performance or achievement to be materially different from any future results, 
performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 
The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
convenience. The information and the content of the linked site do not in any way form 
part of this report. Accessing such website or following such link through the report or 
RHB website shall be at the recipient’s own risk. 
 
This report may contain information obtained from third parties. Third party content 
providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  
 
The research analysts responsible for the production of this report hereby certifies that 
the views expressed herein accurately and exclusively reflect his or her personal views 
and opinions about any and all of the issuers or securities analysed in this report and 
were prepared independently and autonomously. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 
Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 
 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 
or qualifications may apply based on geographical location of the person or entity 
receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 
This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 
is subject to change. If the Financial Services and Markets Act of the United Kingdom 
or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient therein are unaffected. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 
This report is issued and distributed in the Kingdom of Thailand by RHB Securities 
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 
Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
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pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
 
Indonesia 
This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 
research does not constitute an offering document and it should not be construed as 
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 
This report is issued and distributed in Singapore by RHB Bank Berhad (through its 
Singapore branch) which is an exempt capital markets services entity and an exempt 
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad 
(through its Singapore branch) may distribute reports produced by its respective 
foreign entities, affiliates or other foreign research houses pursuant to an arrangement 
under Regulation 32C of the Financial Advisers Regulations. Where the report is 
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor 
or an Institutional Investor, RHB Bank Berhad (through its Singapore branch) accepts 
legal responsibility for the contents of the report to such persons only to the extent 
required by law. Singapore recipients should contact RHB Bank Berhad (through its 
Singapore branch) in respect of any matter arising from or in connection with the report. 
 
United States 

This report was prepared by RHB is meant for distribution solely and directly to “major” 
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the 
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to 
time. Accordingly, any access to this report via Bursa Marketplace or any other 
Electronic Services Provider is not intended for any party other than “major” US 
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as 
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the 
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB 
does not offer brokerage services to U.S. persons.  Any order for the purchase or sale 
of all securities discussed herein must be placed with and through a registered U.S. 
broker-dealer as appointed by RHB from time to time as required by the Exchange Act 
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S. 
broker-dealer during the issuance of this report. This report is confidential and not 
intended for distribution to, or use by, persons other than the recipient and its 
employees, agents and advisors, as applicable. Additionally, where research is 
distributed via Electronic Service Provider, the analysts whose names appear in this 
report are not registered or qualified as research analysts in the United States and are 
not associated persons of  any registered U.S. broker-dealer as appointed by RHB 
from time to time and therefore may not be subject to any applicable restrictions under 
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a 
subject company, public appearances and personal trading. Investing in any non-U.S. 
securities or related financial instruments discussed in this research report may 
present certain risks. The securities of non-U.S. issuers may not be registered with, or 
be subject to the regulations of, the U.S. Securities and Exchange Commission. 
Information on non-U.S. securities or related financial instruments may be limited. 
Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in the United States. The financial instruments 
discussed in this report may not be suitable for all investors. Transactions in foreign 
markets may be subject to regulations that differ from or offer less protection than 
those in the United States. 
 
DISCLOSURE OF CONFLICTS OF INTEREST 
 
RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and 
associated companies, (“RHBIB Group”) form a diversified financial group, 
undertaking various investment banking activities which include, amongst others, 
underwriting, securities trading, market making and corporate finance advisory. 
 
As a result of the same, in the ordinary course of its business, any member of the 
RHBIB Group, may, from time to time, have business relationships with, hold any 
positions in the securities and/or capital market products (including but not limited to 
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own 
account or the account of its customers or perform and/or solicit investment, advisory 
or other services from any of the subject company(ies) covered in this research report. 
 
While the RHBIB Group will ensure that there are sufficient information barriers and 
internal controls in place where necessary, to prevent/manage any conflicts of interest 
to ensure the independence of this report, investors should also be aware that such 
conflict of interest may exist in view of the investment banking activities undertaken by 
the RHBIB Group as mentioned above and should exercise their own judgement 
before making any investment decisions. 
 
In Singapore, investment research activities are conducted under RHB Bank Berhad 
(through its Singapore branch), and the disclaimers above similarly apply. 
 
Malaysia 

Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023 
and to the best of our knowledge, RHBIB hereby declares that: 
1. RHBIB does not have a financial interest in the securities or other capital market 

products of the subject company(ies) covered in this report. 
2. RHBIB is not a market maker in the securities or capital market products of the 

subject company(ies) covered in this report. 

3. None of RHBIB’s staff or associated person serve as a director or board member* 
of the subject company(ies) covered in this report 
*For the avoidance of doubt, the confirmation is only limited to the staff of research 
department 

4. RHBIB did not receive compensation for investment banking or corporate finance 
services from the subject company in the past 12 months. 

5. RHBIB did not receive compensation or benefit (including gift and special cost 
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the 
production of this report. 

 
Thailand 
Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023 
and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that: 
1. RHB Securities (Thailand) PCL does not have a financial interest in the securities 

or other capital market products of the subject company(ies) covered in this report. 
2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital 

market products of the subject company(ies) covered in this report. 
3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a 

director or board member* of the subject company(ies) covered in this report 
1. *For the avoidance of doubt, the confirmation is only limited to the staff of research 

department 
4. RHB Securities (Thailand) PCL did not receive compensation for investment 

banking or corporate finance services from the subject company in the past 12 
months. 

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report. 

 
Indonesia 
Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023 
and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that: 
1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any 

interest in the securities of the subject company(ies) covered in this report. 
For the avoidance of doubt, interest in securities include the following: 
a) Holding directly or indirectly, individually or jointly own/hold securities or 

entitled for dividends, interest or proceeds from the sale or exercise of the 
subject company’s securities covered in this report*;  

b) Being bound by an agreement to purchase securities or has the right to 
transfer the securities or has the right to pre subscribe the securities*.  

c) Being bound or required to buy the remaining securities that are not 
subscribed/placed out pursuant to an Initial Public Offering*.  

d) Managing or jointly with other parties managing such parties as referred to in 
(a), (b) or (c) above. 

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital 
market products of the subject company(ies) covered in this report. 

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a 
director or board member* of the subject company(ies) covered in this report. 

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking 
or corporate finance services from the subject company in the past 12 months. 

 5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report: 

Notes: 
*The overall disclosure is limited to information pertaining to PT RHB Sekuritas 
Indonesia only. 
**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only. 
 
Singapore 
Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023 
and to the best of our knowledge, the Singapore Research department of RHB Bank 
Berhad (through its Singapore branch) hereby declares that: 
1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a 

market in any issuer covered by the Singapore research analysts in this report. 
2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its 

analysts do not have a financial interest (including a shareholding of 1% or more) 
in the issuer covered by the Singapore research analysts in this report. 

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve 
on the board or trustee positions of the issuer covered by the Singapore research 
analysts in this report. 

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have 
and have not within the last 12 months had any corporate finance advisory 
relationship with the issuer covered by the Singapore research analysts in this 
report or any other relationship that may create a potential conflict of interest. 

5. RHB Bank Berhad’s Singapore research analysts, or person associated or 
connected to it do not have any interest in the acquisition or disposal of, the 
securities, specified securities based derivatives contracts or units in a collective 
investment scheme covered by the Singapore research analysts in this report. 

6. RHB Bank Berhad’s Singapore research analysts do not receive any 
compensation or benefit in connection with the production of this research report 
or recommendation on the issuer covered by the Singapore research analysts. 

 
Analyst Certification 
The analyst(s) who prepared this report, and their associates hereby, certify that: 
(1) they do not have any financial interest in the securities or other capital market 
products of the subject companies mentioned in this report, except for: 
 

Analyst Company 

- - 

 

https://research.rhbtradesmart.com/files_preview?hash=b6e8dda8-b7d5-4499-9325-862dd451dcec
https://research.rhbtradesmart.com/files_preview?hash=b6e8dda8-b7d5-4499-9325-862dd451dcec
https://research.rhbtradesmart.com/files_preview?hash=b6e8dda8-b7d5-4499-9325-862dd451dcec
https://research.rhbtradesmart.com/files_preview?hash=b6e8dda8-b7d5-4499-9325-862dd451dcec
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(2) no part of his or her compensation was, is or will be directly or indirectly related to 
the specific recommendations or views expressed in this report. 
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