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S I N G A P O R E Company Update

General Data

Issued Capital (m) 2,412

Mkt Cap (S$m/US$m) 1,677/1,230

Major Shareholder

Salim Wanye (Shanghai)

(26.0%)

Free Float (%) 21.8%

NAV per share (S$) 51.7

Daily Vol 3-mth (‘000) 385

52Wk High (S$) 1.350

52Wk Low (S$) 0.550

Slowdown in visitor arrivals to Singapore in June... Recent statistics

released by the Singapore Tourism Board (STB) revealed a 4.1% YoY

decline in June visitor arrivals, marking the first drop following 51 consecutive

months of growth. As Bintan’s tourist arrivals move in tandem with

Singapore’s, any softening would have some spill-over effects on Bintan,

and this would inadvertently affect Gallant Venture (Gallant), which owns

and sells landbank in Indonesia’s Bintan island. As this is the first month

of a slowdown, we have kept our valuations intact as Gallant has reassured

us of continued growth in Bintan’s tourist arrivals. Furthermore, Singapore’s

upcoming F1 and Integrated Resorts should buoy arrivals in the near future.

But not in Bintan. According to Gallant’s management, Bintan has been

spared from Singapore’s slower tourist traffic growth so far. Visitor arrivals

into Bintan have been rising steadily as robust domestic travel within

Indonesia and increased awareness of Bintan as a tourist destination among

new markets such as China and Russia drew more visitors to the island.

For 1H08, Bintan saw a 8.1% YoY growth in visitor arrivals, outperforming

the 2.9% YoY improvement witnessed by Singapore. Management expects

to see stronger visitor arrivals in 2H08 when the holiday season kicks in.

Land sales still going strong. Given the rosy backdrop, Gallant’s

management remains upbeat on its key profit generator - land sales. It

has already accumulated a record high order book totalling S$65.4m,

representing 4.7x its land sales booked in FY07, most of which will be

recognised in FY09. With hotel rooms enjoying 100% occupancy rate on

weekends and averaging 60% occupancy rate according to a Knight Frank

report, Gallant is seeing strong demand for its land parcels from resort

developers, who are likely to take a longer term view of Bintan as a new

tourist destination and would probably remain unperturbed by near term

fluctuations in visitor arrivals.

Free Trade Zone is another catalyst. Come December 2008,

management also expects the Indonesian Government to extend the Free

Trade Zone status to more areas within Bintan, encouraging more

investments into the area and boosting demand for Gallant’s industrial

parks in Batam and Bintan. Gallant continues to trade at a 27% discount

to the value of its landbank and a 26% discount to our S$0.94 fair value

estimate. As such, we retain our BUY rating on the stock.
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Year to Turnover Gross Profit Net Profit EPS EPS Growth PER  Div Yield

31 Dec (S$m) (S$m) (S$m) (cents) (%) (x) (%)

FY 06 259.0 82.2 21.1 0.9 - 79.3 -

FY 07 234.3 71.6 14.7 0.6 -30.4 113.9 -

FY 08F 246.2 73.8 14.2 0.6 -3.5 118.0 -

FY 09F 358.4 107.5 27.4 1.1 92.8 61.2 -
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Exhibit 1: Visitor arrivals into Singapore, 1H08 vs 1H07

Source: Singapore Tourism Board

Exhibit 2: Visitor arrivals into Bintan, 1H08 vs 1H07

Source: Company
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Gallant Venture's Key Financial Data

EARNINGS FORECAST

Year Ended 31 Dec (S$ m) FY06 FY07 FY08F FY09F

Revenue 259.0 234.3 246.2 358.4

Cost of sales -176.8 -162.7 -172.3 -250.9

Gross profit 82.2 71.6 73.8 107.5

General and admin expenses -5.2 -6.3 -6.2 -9.0

Other operating expenses -37.4 -39.7 -39.4 -57.4

Other income / (expenses) 0.4 3.2 0.0 0.0

Interest income 5.3 6.6 6.2 9.0

Finance costs -7.3 -5.7 -5.5 -5.5

Exchange gain 0.8 -0.1 0.0 0.0

Share of associated company's profit / (losses) -0.4 0.1 0.0 0.0

Profit before tax 38.4 29.7 28.9 44.7

Tax -17.1 -13.9 -13.6 -15.7

Profit before MI 21.3 15.8 15.4 29.1

Minority interests 0.2 1.1 1.2 1.7

Net profit attributable to shareholders 21.1 14.7 14.2 27.4

EPS (S cents) 0.9 0.6 0.6 1.1

Profitablity Ratios

Gross margin (%) 31.7 30.5 30.0 30.0

PBT margin (%) 14.8 12.7 11.8 12.5

Net profit margin (%) 8.2 6.3 5.8 7.6

BALANCE SHEET

As at 31 Dec (S$ m) FY06 FY07 FY08F FY09F

Cash and bank balances 66.9 81.6 123.9 104.7

Land inventory 551.0 546.5 526.5 406.5

Other current assets 85.6 75.8 78.4 112.6

Property, plant, and equipment 388.6 380.7 355.9 449.3

Investment properties 336.9 317.6 342.8 394.8

Other non-current assets 72.2 75.5 80.3 114.6

Total assets 1,501.2 1,477.7 1,507.9 1,582.6

Debt 123.3 101.7 100.4 99.2

Current liabilities less debt 69.3 54.7 69.7 98.4

Non-current liabilities less debt 45.3 42.5 43.0 47.3

Total liabilities 237.9 198.9 213.2 244.9

Share capital 1,205.2 1,207.6 1,207.6 1,207.6

Reserves and retained profits 25.2 38.6 52.8 80.2

Shareholders equity 1,230.4 1,246.2 1,260.4 1,287.8

Minority interests 32.9 32.6 34.3 49.9

Total equity 1,263.3 1,278.8 1,294.7 1,337.7

Total equity and liabilities 1,501.2 1,477.7 1,507.9 1,582.6

NAV per share (S cents) 51.0 51.7 52.2 53.4
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CASH FLOW

Year Ended 31 Dec (S$ m) FY06 FY07 FY08F FY09F

Operating profit before working cap. changes 66.0 86.4 87.8 107.9

Working capital changes -37.4 31.9 28.3 111.6

Taxes, interest, employee benefits and deposits refunded -13.9 -27.1 -13.9 -9.9

Net cash from operations 14.7 91.2 102.2 209.5

Investing cash flow -213.6 -30.7 -60.0 -212.0

Financing cash flow 265.6 -45.7 0.4 -16.3

Net cash flow 66.7 14.7 42.6 -18.8

Cash at beginning of year 0.3 66.9 81.6 124.2

Cash at end of year 66.9 81.6 124.2 105.5

Key Ratios

PER (x) 79.3 113.9 118.0 61.2

Price/NAV (x) 1.4 1.3 1.3 1.3

Dividend yield (%) 0.0 0.0 0.0 0.0

ROE (%) 1.7 1.2 1.1 2.1

PE to growth (x) - -3.7 -34.1 0.7

Source: Company data, OIR estimates
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:
OCBC Investment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented. However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-
month investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/
-10% from the current price; Sell = More than 10% downside from the current price.
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mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment objectives, financial situation or particular needs, before making a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.
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