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N RECENT weeks, there has
been a slew of upgrades on the
offshore and marine, and ship-
ping sector on account of early
signs of a pick-up in new-builds.
Two of the most obvious benefici-

aries of this have been Yangzijiang
Shipbuilding and Cosco Corp.

Yangzijiang’s stock has risen
some 28 per cent this month on
news that it was acquiring rig-build-
er PPL Shipping for US$155 million
through a joint investment. The pur-
chase from Baker Technologies –
under which Yangzijiang will pay
about US$77.7 million for its 50.1
per cent stake – was to give Yangzi-
jiang significant exposure to PPL’s
offshore expertise and develop
Yangzijiang’s offshore capabilities.
Yangzijiang’s stock was also boost-
ed by its announcement that it
would be seeking a secondary list-
ing in Hong Kong this year.

Meanwhile, Cosco’s stock has
surged some 48 per cent in the past
three weeks following its announce-
ment of new shipbuilding contracts
worth a total of 530 million yuan
(S$106.6 million). The stock has
seen a series of upgrades by vari-
ous houses, the latest of which was
CLSA which stamped a target price
of $2.30 on the stock, citing rising
offshore orders and its first mover
advantage.

Both Cosco and Yangzijiang are
Tier 1 shipbuilders in China. And
both are riding high on the positive
outlook for the industry.

Indeed, in recent months, key in-
dicators for the industry have risen
to their highest levels in over a
year.

New shipbuilding orders have
risen sharply during the Janu-
ary-March quarter. Meanwhile, the
new shipbuilding price index main-
tained by Clarkson Ship Register
shows an end to a 15-month de-
cline.

But there is another Chinese
shipbuilder which, until now, has
been largely overlooked by the mar-
ket.

This is JES International, a
Jiangsu province-based company
which has, in recent years, estab-
lished itself as a significant player
in the construction of mid-sized
bulk cargo carriers. JES also builds
container vessels, and offshore and
marine supply vessels.

The company listed in Singapore
in December 2007 at 67 cents. Its
stock has recently been floating be-

tween 20 and 26 cents. The main
reason for this is the fact that the
company sank into the red last year
with a full year loss attributable to
shareholders of some 104 million
yuan, from a 47.5 million yuan prof-
it a year earlier. Revenue dipped
6.8 per cent to 1.5 billion yuan.

The root cause of the problem
was cancellations and delivery de-
lays amid the global economic melt-
down of 2008/2009. The industry,
as a whole, was struggling in
stormy seas.

But that is now history.
Since then, the global shipbuild-

ing business has been increasingly
brisk, with new orders picking up
furiously. In fact, most estimates
are for new shipbuilding orders to
double this year.

So much so that China’s New
Century Shipping – the country’s
fifth largest shipbuilder – has decid-
ed to launch its US$750 million-one
billion IPO here, at an indicative
price of 98 cents to $1.19 per share.

While much of the recent re-
search by analysts has been fo-

cused on the offshore and marine
sectors supporting the exploration
and processing industry, the regu-
lar shipping market has also been
on a steady recovery mode.

The Baltic Dry index, which
measures the cost of moving the ma-
jor raw materials such as iron ore,
coal and steel around the world, hit
15-month highs in March and re-
mains buoyant. And this index is di-
rectly correlated to the health of the
bulk carrier shipbuilding business.

Not long ago, JES told analysts
visiting its yards – which sit on a
plot of some 400,000 square metres
fronting the Yangtze River – that it
was already seeing increased de-
mand for its bulk cargo carriers
which transport commodities such
as iron ore, coal, soybeans, cotton –
commodities which are critical for
China. And the company also un-
veiled plans to expand capacity and
build more yards to meet the rising
demand.

Unlike Cosco and Yangzijiang,
JES does not get much coverage –
at least not yet.

And sailing under the figurative
radar has meant that the stock is
trading at a significantly discounted
NAV (net asset value per share) of
0.8 times, compared with 3.5 times
to 4.5 times for Cosco and Yangzi-
jiang. Even if JES’s stock rose to 60
cents, its NAV would still be half
that of its bigger and more widely
covered cohorts.

Given the steady recovery in its
business, its growing order books,
and the relative resilience of the
bulk carrier business (the products
carried are inputs for final goods),
JES may just be worth a second
look.

Also, given its significantly dis-
counted price, JES presents itself as
an attractive warrant on Cosco and
Yangzijiang, and the shipping sec-
tor recovery story in general.

By LYNETTE KHOO
AFTER five years of rapid
growth in the securities
business that it took over
from GK Goh Holdings,
CIMB Berhad thinks that it
is time to return the “GK”
branding to the founder.

From June 3, CIMB-GK
Securities will be renamed
CIMB Securities.

CIMB group chief execu-
tive Nazir Razak told repor-
ters here yesterday that he
felt that it is time to harmo-
nise the entire branding for
CIMB group that has
gained prominence here
and fulfil his commitment
to the founder, Goh Geok
Khim, to “return the ‘GK’
name as soon as possible”.

There will, however, be
no change in the business
strategy of CIMB Securities,
Mr Nazir said. Mr Goh re-
mains on board CIMB’s in-
ternational advisory panel
while his son, Goh Yew Lin,
is still an independent direc-
tor of the securities busi-
ness.

In Hong Kong, Indone-
sia and London, the GK
Goh stockbroking franchise
has already assumed the
CIMB name.

GK Goh Securities, a
pan-Asian stockbroking
firm with its core strength

in the Singapore market, is
CIMB’s first major acquisi-
tion. It was bought in Janu-
ary 2005 for $239.14 mil-
lion and became known as
CIMB-GK Securities.

GK Goh Holdings re-
mains listed on the Singa-
pore Exchange and enga-
ges in investment holding
activities and foreign ex-
change broking.

CIMB-GK’s rap id
growth allowed the group
to recover the premium it
paid within two years, said
Mr Nazir. The acquisition
also turned CIMB from a lit-
tle known name in Singa-
pore then into a top five
stockbroking firm with a
market share of 7-10 per
cent, and No 5 in Indone-
sia.

In the last two years,
CIMB-GK Securities has
grown its pool of brokers
by 40 per cent and its retail
clients by 22 per cent.
CIMB Securities now hopes
to grow at a compounded
annual rate of 30 per cent
in retail clients, said Carol
Fong, CEO of CIMB-GK Se-
curities.

“I must put on record
that part of the success has
been the support and en-
dorsement of Mr Goh him-
self,” Mr Nazir said. “He ac-
tually genuinely wanted me
to do well for the busines-
ses I bought from him. He
was always there for us to
refer.”

The GK stockbroking
franchise played a huge

role in the Maxis IPO in Ma-
laysia last year, Mr Nazir
added.

CIMB-GK Securities now
makes up the lion’s share
(60 per cent) of the group’s
earnings from Singapore.
But this proportion is ex-
pected to shrink as the
group’s consumer banking
here grows, Mr Nazir said.

CIMB only started con-
sumer banking in Singa-
pore last September but
that segment has already
exceeded internal targets.
It now hopes to make its
“touch and go” credit cards
available here.

“We have wanted about
$1 billion in retail deposits
last year from $100 million
at the beginning of the
year. At year-end, we
achieved $1.3 billion,” said
Mr Nazir. “We wanted
about 10,000 credit card
customers. We achieved
13,000.”

CIMB plans to increase
its number of brokers from
800 to 900 by the middle of
next year and its consumer

bankers from 400 to 500 to
cope with greater demand.

Although it does not
have qualifying full bank
(QFB) status, CIMB has a
full banking licence and op-
erates two retail outlets
here. Mr Nazir called this
“handicap” a blessing in
disguise as that has al-
lowed the bank to translate
savings from branch costs
to higher interest rates for
its deposits.

CIMB Bank has a good
share in mid-sized capital
market deals in Singapore
and it now hopes to pene-
trate the area of larger cor-
porations and govern-
ment-linked companies.

“We are also encoura-
ging dual listings across
Asean,” Mr Nazir said.
CIMB group itself is slated
to become the first foreign
dual listing on Thailand’s
stock exchange soon.

Within its home market
of Malaysia, the group
topped the list of corporate
dealmakers last year and
equity underwriters in the
domestic initial-public-of-
fering market last year.

SINGAPORE’S Neptune Ori-
ent Lines (NOL)said yester-
day it carried 32 per cent
more containers in the four
weeks to April 2 from a
year ago. It said in a state-
ment it carried the equiva-
lent of 204,400 40-foot con-
tainers (FEUs) on its ships
in the period, up from
155,400 a year earlier.

The average revenue
from each container rose
12 per cent from a year ago
to US$2,622, faster than
the 8 per cent increase in
the four-week period to
March 5, signalling a recov-
ery in the shipping sector.

The improvement was
due to higher shipping vol-
umes from the Transpacific
and Intra-Asia trade routes
as well as an improvement
in freight rates. – Reuters

By NISHA RAMCHANDANI
STRONGER contributions
from both its hospital and
healthcare segments
helped Raffles Medical
Group chalk up a 16.4 per
cent year-on-year increase
in net profit to $9.07 mil-
lion for the first quarter end-
ed March 31.

Revenue rose 10.2 per
cent to $56.2 million as its
hospital services and
healthcare services seg-
ments saw top line growing
by 12 per cent and 8.8 per
cent respectively. Earnings

per share were 1.74 cents,
up from 1.5 cents previous-
ly.

As at March 31, the
group had a net cash posi-
tion of $59 million.

A higher patient load, a
wider range of medical spe-
cialties and improved oper-
ating efficiencies pushed op-
erating profit up by 15.8
per cent to $11.2 million.

During the quarter, Raf-
fles Hospital brought on
board new staff specialists
in fields such as paediat-
rics, cardiology, oncology
and dental surgery, which
it expects will help further
develop its clinical services
as well as programmes.

“We keep expanding the

scale and scope. As we
bring on more and more
specialists, the range of
services that we can offer
expands,” said Dr Loo
Choon Yong, executive
chairman of Raffles Medi-
cal Group, adding that a
wider suite of services al-
lowed the group to serve
more locals and foreigners.

The number of foreign
patients that the group saw
during the quarter was 24
per cent higher compared
to the corresponding quar-
ter last year.

The group, which oper-
ates a large network of pri-
vate clinics, expects to see a
rebound in corporate medi-
cal services in line with the
stronger economy.

The group will also be
launching three more clin-
ics this year at One Marina
Boulevard, Maple Tree Busi-
ness City and Serangoon
NEX, having opened one at
Changi Business Park in
February.

CIMB maintained an
“outperform” call on Raf-
fles Medical but raised its
target price from $1.66 to
$2.07.

“We expect stock cata-
lysts to include the addition
of clinics, expansion of med-
ical specialties, and higher
local and foreign-patient
catchments,” analyst Gary
Ng wrote.

The stock rose four
cents in trading yesterday
to close at $1.71.

CIMB to
return GK
name to
founder

NOL cargo
up 32%

CEO Nazir Razak
says it’s time to
harmonise M’sian
group’s branding

Contributions from
hospital, healthcare
segments cited

JES: a warrant on the
shipping sector recovery

REUTERS
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HOCK LOCK SIEW
By VEN SREENIVASAN

 1 HL Fin 38.38 25.69 49.4 51.30 54.59 -6.0
 2 Rickmers 25.13 27.42 -8.4 52.06 45.59 14.2
 3 CM Pacific 18.15 11.34 60.0 4.89 4.90 -0.2
 4 CapitaRChina Trust 13.34 13.30 0.3 29.51 30.40 -2.9
 5 Raffles Med 9.07 7.79 16.4 56.20 51.02 10.2
 6 Riverstone 4.50 0.78 475.0 22.66 11.07 104.7
 7 Uni-Asia 0.22 -6.51 nm 15.63 13.79 13.3
 Notes: 
Net profit refers to profit attributable to equity holders.  
Trust & Reits:  Turnover is gross revenue and earnings is income available for distribution.  
HL Fin: Turnover figures are income before operating expenses.  
Exchange rate: US$1=S$1.401, HK$1=S$0.180 & RM1=S$0.429    nm: not meaningful

At a glance
Q1 results ended March 2010

NET PROFIT (S$m) TURNOVER (S$m)

CURRENT PREVIOUS % CHNG CURRENT PREVIOUS % CHNG
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