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SINGAPORE | CONSTRUCTION | UPDATE 

 Industry contract awards fell  13.5% in the first four months of 2023. At this rate, total 
contract awards for 2023 could come in at the lower end of BCA’s forecasts of S$27bn-
32bn, and fall  below 2022’s S$29.8bn. Lower contract awards will  translate into lower 

construction output and building materials consumption in the following 6 to 12 
months. 

 A ramp up in the 2H 2023 government land sale programme will  l ift total supply of 

private housing units in 2023 to 9,250, nearly 50% higher than 2022. The development 
projects are expected to be awarded from early 2024, leading to an uplift in demand for 
building materials from 2H24e.  

 We lower our FY23e net earnings estimates by 20% to factor in lower volume. Maintain 

BUY with lower TP of S$0.50 (prev. S$0.54). The business generates strong operating 
cash flow, underpinning a dividend yield of at least 4.5%. 

 
Highlights  

 Industry contracts awarded fell 13.5% in first four months of 2023 (Figure 1), after a 
0.5% YoY decline in 2022. These contracts would translate into work performed and 
billed in 2H23e. We therefore expect slower revenue and profit growth in FY23e.  

Construction companies are turning more cautious in taking on new jobs as they face 

margin pressure from higher labour, material and safety compliance costs. We think this 
could have impacted tenders for larger projects with longer construction lead time. 

 Consumption of RMC fell 4.6% in the first three months of 2023 (Figure 2). Selling price 
has also eased by 1.7% from the peak in June 2022 (Figure 3). Delivery of building 
materials have been affected by the authority-imposed heightened safety measures at 

worksites. These measures were lifted from June 2023. 

 The GLS programme will yield about 9,250 private housing units in 2023, nearly 50% 
higher than 2022, and 2.5x the supply in 2021. The HDB also plans to supply up to 23,000 
new Built-To-Order (BTO) flats in 2023 (2022: 23,184 flats). The construction contracts 
for these projects are expected to be awarded in the subsequent quarter, and translate 

into construction works over the next two years. We therefore expect an uplift in order 
delivery for building materials from 2H24e. 

 Increased awareness and adoption of Pan-U’s low-carbon concrete solutions. The push 
towards sustainability construction has raised adoption of Pau-U’s low-carbon concrete 

solutions. These include the use of recycled, upcycled and waste materials, as well as 
carbon capture and util isation (CCU) technologies such as CO2 mineralisation 
technology. Pan-U has supplied CO2 mineralised concrete to PSA’s Tuas Port and 
Capitaland’s building construction at 3 Science Park Drive. Greater industry adoption of 

these products would set Pan-U apart from its competitors. 

 We lower our FY23e net profit estimates by 20% to factor in lower volume. Revenue 
and net profit growth in FY23e would be driven mainly by higher sell ing prices. 

 
Maintain BUY with a lower TP of S$0.50 

We maintain BUY with a lower DCF-derived TP of S$0.50 (prev. S$0.54). The operations 
generate strong FFO/share of S$0.0317 in FY23e, which underpins a dividend yield of at least 
4.5%. 
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Figure 1: Contracts awarded declined 13.5% in first four months of 2023  

 

Source: BCA 

 Figure 2: RMC volume fell  4.6% in first three months of 2023 

 

Source: BCA 

Figure 3: RMC selling prices eased from the peak in June 2022 

 

Source: BCA 
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Financials

Income Statement Balance Sheet

Y/E Dec ($’mn) FY20 FY21 FY22 FY23e FY24e Y/E Dec ($’mn) FY20 FY21 FY22 FY23e FY24e

Revenue 405            586          703         738         829         ASSETS

Cost of sa les (320)          (478)         (571)        (602)        (677)        PPE & Investment Properties 174          166          148          137          125          

Gross Profit 85              108          133         137         152         Others 11            12            14            15            16            

Staff costs (33)            (43)           (49)          (48)          (54)          Total non-current assets 186          179          161          152          141          

Depreciation & amortisation (24)            (21)           (22)          (21)          (21)          

Other expenses (24)            (22)           (32)          (35)          (38)          Cash and cash equiva lents 68            64            65            68            88            

Share of resul ts  of associates 0                5              6             1             1             Inventories 24            24            23            36            31            

EBIT 5                26            36           34           40           Trade and other receivables 117          125          153          163          201          

Net finance expenses (3)              (2)             (3)            (3)            (3)            Others 8              5              19            11            11            

Profit before tax 2                24            34           31           37           Total current assets 217          218          260          278          330          

Taxation (0)              (4)             (6)            (6)            (7)            

Net Profit 2                20            28           26           30           Total Assets 402          397          421          429          472          

Minori ty interests (0)              (0)             (0)            (1)            (1)            

Discontinued operations 0 (1) (4) 0 0 LIABILITIES

Profit attributable to owners 1                19            23           25           30           Trade and other payables 80            98            107          108          133          

ST borrowings 45            21            28            28            28            

Per share data (S$ cents) Others 9              13            23            16            17            

Y/E Dec FY20 FY21 FY22 FY23e FY24e Total current liabilities 134          132          157          152          178          

BVPS 27.7           29.3         30.2        32.3        34.4        

DPS 0.8             1.6           1.8          1.8          2.1          LT borrowings 43            25            27            27            27            

EPS 0.1             2.7           3.3          3.6          4.3          Others 23            26            19            19            19            

Total non-current liabilities 66            51            46            46            46            

Total liabilities 199          183          203          197          224          

Cash Flow

Y/E Dec ($’mn) FY20 FY21 FY22 FY23e FY24e EQUITY

CFO Share Capita l 13            13            13            13            13            

Profit before tax 2                24            34           31           37           Reta ined profits 182          193          202          214          229          

Adjustments 27              22            17           22           23           Others -               (1)             (3)             (1)             (1)             

WC changes 39              15            (24)          (22)          (6)            Total equity 195 205 211 225 240

Cash generated from ops 68              61            27           32           54           Minori ty interests 8              8              7              7              7              

Others (8)              2              (1)            (10)          (8)            Total equity and liabilities 402          397          421          430          472          

Cashflow from ops 60              63            26           22           45           

Valuation Ratios

CFI Y/E Dec FY20 FY21 FY22 FY23e FY24e

CAPEX, net (6)              (6)             (11)          (10)          (10)          P/E (x) 269.9 15.0 12.0 11.1 9.4

Others (2)              (3)             (3)            4             -            P/B (x) 1.4 1.4 1.3 1.2 1.2

Cashflow from investments (8)              (9)             (15)          (6)            (10)          EV/EBITDA (x) 10.4 6.2 5.2 5.0 4.1

Dividend yield (%) 2.0 4.0 4.5 4.5 5.3

CFF Growth & Margins (%)

Dividends  paid to owners (8)              (9)             (12)          (13)          (15)          Growth

Proceeds  from borrowings , net (26)            (47)           3             -            -            Revenue -47.3% 44.6% 20.1% 5.0% 12.2%

Others 0                (1)             (1)            -            -            Gross  profi t -36.2% 27.0% 23.2% 2.9% 11.0%

Cashflow from financing (34)            (57)           (9)            (13)          (15)          EBIT -83.4% 401.7% 38.6% -6.6% 16.6%

PBT -93.4% 1280.9% 41.2% -7.3% 18.0%

Net change in cash 18              (3)             2             3             20           Margins

Cash at the s tart of the period 50              68            64           65           68           Gross  profi t margin 20.9% 18.4% 18.9% 18.5% 18.3%

Currency trans lation (0)              0              (1)            -            -            EBIT margin 1.3% 4.5% 5.2% 4.6% 4.8%

Ending cash 68              65            65           68           88           Net profi t margin 0.3% 3.2% 3.3% 3.4% 3.6%

Key Ratios

Source: Company, Phi l l ip Securi ties  Research (Singapore) Es timates ROE 0.8% 9.8% 13.3% 11.8% 13.0%

ROA 0.4% 4.9% 6.8% 6.0% 6.7%

Net Gearing (%) 9.8% net cash net cash net cash net cash
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutra l 3

-5% to -20% Reduce 4

< -20% Sel l 5

Ratings History

PSR Rating System

Remarks

We do not base our recommendations  enti rely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price cata lys ts , and speculative undertones  

surrounding the stock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a  holder of a financial adviser’s license under the 
Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, dist ributed or published by you in whole or in part, 
for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Se curities Research does not make any representation or warranty, express or implied 
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information  or Research contained in this report is 
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Researc h made available or to supply any 
corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time without 

prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be r elied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for 
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may n ot be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unle ss all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with re spect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decisio n to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may 
have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip Securities 
Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or investment 
services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons 
involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase 
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation i n exchange rates between US dollars and 
Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limited to its officers, 
directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an 
interest, whether material or not, in respect of companies and investments or related inve stments, which may be mentioned in this report. Accordingly, information may 
be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, includin g but not limited to its officers, directors, 
employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, empl oyees or persons involved in the issuance of this report, may, to the 
extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip S ecurities Research, or persons associated 
with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have 
issued other material that is inconsistent with, or reach different conclusions from, the contents of t his report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or read ing this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific 
investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or  any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note:  

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge 
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the 
analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not  an accredited investor, 
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.  


