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GD Express Carrier Berhad
Higher tax rate dents earnings

INVESTMENT HIGHLIGHTS

¢ Results below expectations

¢ Earnings dented by higher tax rate

e Huge growth in logistics services

¢ Revise earnings downwards

¢ Maintain NEUTRAL with reduced TP of RM0.57 per share

Results below expectations. GDEX's 2QFY18 revenue of RM76.5m
grew by +16%yoy while core net profit reduced by -28%yoy to RM6.6m.
Cumulative 6MFY18 earnings of RM14.5m lagged expectations,
representing only 36% of our and consensus full year earnings estimates.
The decline in earnings was mainly due to the higher tax rate of 45%
following the expiry of GDEX’s pioneer status tax incentive in September
2017. Prior to this, quarterly tax rates were at mid-teen levels.

PBT level continues to rise. Despite the decline in 2QFY18 earnings due
to higher tax rate, GDEX’s PBT recorded an +11%yoy growth as better
sales performance and savings from co-loading activities mitigated the
increase in operating cost related to expansion activities. We opine that
the PBT may be more sustainable once the company expands its capacity
to tackle the intense competition in the industry.

Huge growth in logistics services. In 2QFY18, the logistics business
staged commendable growths in its revenue and PBT which increased by
+114.1%yoy and +144.9%yoy respectively, driven by the increase in
demand in warehousing services during the year-end festive season.
Meanwhile, the express delivery business remained sturdy from higher
demand for express delivery for e-commerce activities especially during
major online sales held in November and December last year by major e-
commerce platforms. As a result, the segment’s PBT and revenue
increased by +14.4%yoy and +4.3%yoy respectively.

Looking ahead. We reckon that PAT margins may face compression in
2HFY18, assuming high tax rates unless GDEX receives an approval for a
new tax incentive. Hence we are revising our earnings forecasts
downwards by -11.6% for both FY18 and FY19 as we conservatively
impute the corporate tax rate of 24% (previously 14%).
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Maintain NEUTRAL with reduced TP of RM0.57. We reduce our TP to RM0.57 from RM0.59 previously as we
trim our growth rate assumption for 2020-2027 from 9.0% to 8.5% amid the increasing competition in the express
delivery industry. We value the company using a 2-stage discounted cash flow method (DCF) which assumes a WACC
of 8.5%, and terminal growth rate of 3.0%. GDEX has had an outstanding run, with its share price appreciating as
much as 50% since early 2017. We believe that the company is fully valued for now, hence our NEUTRAL
recommendation. Rerating catalysts for GDEX would be: (i) contribution from rental property following its acquisition
of Abric Properties and; (ii) early conversion of bonds to equity which will result in a 40% equity stake in PT Satria

Antaran Prima.

INVESTMENT STATISTICS
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DAILY PRICE CHART
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FY16 FY17
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GDEX: 2QFY18 RESULTS SUMMARY
All in RM000 unless stated

otherwise Quarterly Results Cumulative
Comments
FYE Dec 2QFY18  %YoY %QoQ 1HFY18 %YoY
High demand for
Revenue 76,459 16 11 145,226 17 warehousing during festive
season
Operating Expenses -67,410 16 9 -129,380 18
Other Operating Income 3,436 15 18 6,338 3
EBITDA 16,093 16 24 29,122 11
Depreciation & amortisation -3,608 36 8 -6,938 33
EBIT 12,485 12 29 22,184 5
Finance Cost -445 40 11 -846 29
Share_ of profit from 17 313 174 6 75
associate
PBT 12,023 11 29 21,344 AR |2 sinonice Baling
activities
Tax Expense -5,434 227 281 -6,861 116 Expiry of tax incentive
PAT 6,589 -28 -17 14,483 -16
Core PAT 6,589 -28 -17 14,483 -16 Higher tax rate
Segmental Breakdown 2QFY18 %YoY %QoQ 1HFY18 % YoY Comments
Express Delivery Revenue 74,819 14 12 141,897 16 INEEEE [l EEemIE e
activities
Express Delivery PBT 11,815 4 26 21,670 -1
Express Delivery PBT 16% ~1ppt +3ppt 15% -3ppt

margins
High demand for

Logistics Revenue 1,640 114 -3 3,329 110 warehouse services during
festive season

Logistics PBT 208 145 -32 514 168

Logistics PBT margins 13% +73ppt -5ppt 15% +63ppt
Source: Company, MIDFR
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it should
not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to change
without notice. The research analysts will initiate, update and cease coverage solely at the discretion of
MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may have
interest in any of the securities mentioned and may benefit from the information herein. Members of the
MIDF Group and their affiliates may provide services to any company and affiliates of such companies
whose securities are mentioned herein This document may not be reproduced, distributed or published
in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >10% over the next 12 months.

Stock price is expected to rise by >10% within 3-months after a Trading Buy rating has been

URARIIEI 0 assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

Stock price is expected to /a// by >10% within 3-months after a Trading Sell rating has been

TRADING SELL assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



