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Event: Company visit

Clearing hurdles.  We visited Midas Holdings (Midas) and its 32.5% owned
associate, Nanjing Puzhen Railway Transport (NPRT) in China. At NPRT,
we were updated on the investment plans of the Chinese government to
utilise rail transport building as one of the measures to pump prime the
economy. While these investments plans are "industry talk" and yet to be
concretised (in terms of actual size and timing), our initial survey of NPRT's
capacity expansion (500 cars/year by end 2009) invokes our confidence
that it is primed to capture a sizable portion of the market. Midas' 3rd line
expansion is also making good progress while its current capacity is
strongly utilised (~80%), frequently operating on three shifts. Concurrently,
Midas has started downstream operations with strong interests displayed
by all three train manufacturers to engage this service. It has embarked on
small projects as a testbed for bigger contracts in the future. (See pictures
for more info)

Competition.  Management acknowledges that there are companies keen
to get in on the act in view of the proposed massive investment by the PRC
government. However, we do not think more licenses will be issued by the
three main train manufacturers to control quality for critical structures like
train bodies. Case in point is that Midas continues to command ~80% of
the aluminium (Al) profile market for train cars in the PRC despite the
presence of four other competitors. A couple have even been operating
even before Midas. However, when the magnitude of the orders gets
overwhelming in the next few years, there could be possibilities of new Al
profile suppliers.

Setting up for success . Rise in core earnings for Al profiles will likely be
marginal but could spring surprises if utilisation improves and margins
edge up if better margined back-to-back contracts are signed. We iterate
that NPRT will drive earnings with delivery of 30-35% of its 768 train car
order book this year. NPRT is pursuing four more projects that could add
up to 400 cars to its order book. Economies of scale will accelerate and
we should see better contributions.

Maint ain BUY. We maintain our BUY call with fair value of S$0.63 based
on 14x FY09F PER. 2010 will see earnings kicker from its 3rd line, bigger
and better-margin NPRT contributions and margin enhancers from its
complementary downstream activities. In the meantime, Midas is likely to
trade in tandem with sentiments of S-chips and share price catalysts could
come from contract wins.

Forming a pedestal for growth
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General Data

Issued Capital (m) 845

Mkt Cap (S$m/US$m) 364 /240

Major Shareholder Chen Wei Ping

 (20.69%)

Free Float (%) 62

NAV per share (S$) 0.25

Daily Vol 3-mth (‘000) 8,673

52Wk High (S$) 1.280

52Wk Low (S$) 0.250

Year to Turnover Gross Profit Net Profit EPS EPS Growth P ER  Div Yield
31 Dec (S$m) (S$m) (S$m) (cents) (%) (x) (%)

FY 07 140.4 45.1 31.9 3.8 18.8 11.4 4.7
FY 08 144.5 50.9 32.7 3.9 2.4 11.1 2.9
FY 09F 154.0 52.4 37.2 4.4 13.9 9.8 2.9
FY 10F 205.5 70.4 49.2 5.8 32.2 7.4 3.5
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Exhibit 1: Midas 3rd line

Source: OIR Source: OIR

Exhibit 2: Midas Aluminium Profiles

Exhibit 3: Midas Mock Up T rain Set Exhibit 4: NPRT Bogie (under carriage) Construction

Source: OIR Source: OIR
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Exhibit 5: NPRT Capacity Expansion Exhibit 6: NPRT T rain body WIP

Source: OIR Source: OIR

Source: OIR Source: OIR

Exhibit 7: NPRT T rain body WIP Exhibit 8: Midas profiles
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Source: OIR Source: OIR

Exhibit 9: Midas profiles Exhibit 10: Midas profiles

Source: OIR Source: OIR

Exhibit 1 1: Aluminium Raw Material Feed Exhibit 12: Midas show case
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Source: OIR Source: OIR

Exhibit 13: Midas show case Exhibit 14: Midas Downstream processes

Source: OIR Source: OIR

Exhibit 15: Jiali acquisition Exhibit 16: China Southern Railway Factory

Exhibit 17: China Southern Railway Factory

Source: OIR
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Midas' Key Financial Data

EARNINGS FORECAST
Year Ended 31 Dec (S$ m) FY07 FY08 FY09F FY10F

Revenue 140.4 144.5 154.0 205.5

Gross profit 45.1 50.9 52.4 70.4

Operating expenses -9.1 -9.5 -10.4 -14.4

Operating profit 36.0 41.4 42.0 56.1

Other expenses -2.0 -2.6 -2.0 -2.7

Profit/(Loss) from associates and JVs 1.3 1.9 6.5 12.2

Pre-tax profit 35.3 40.7 46.5 65.6

Tax -3.4 -8.0 -9.3 -16.4

Net profit 31.9 32.7 37.2 49.2

Earnings per share (S$cents) 3.8 3.9 4.4 5.8

Fully diluted earnings per share (S$cents) 3.8 3.9 4.4 5.8

EPS growth 18.8% 2.4% 13.9% 32.2%

Revenue revision NA NA No change No change

Net profit revision NA NA -1.6% No change

Profitability ratios

Gross profit margin (%) 32.1 35.2 34.0 34.3

EBIT margin (%) 25.7 28.6 27.3 27.3

Net profit margin (%) 22.7 22.6 24.2 23.9

BALANCE SHEET
As at 31 Dec (S$ m) FY07 FY08 FY09F FY10F

Cash and equivalents 51.7 32.4 27.3 27.9

Other current assets 59.6 82.2 67.8 90.4

Fixed assets 70.5 111.9 151.8 173.1

Other long term assets 39.0 38.0 40.8 40.6

Total assets 220.7 264.4 287.7 332.1

Debt 18.4 21.1 25.0 25.0

Current liabilities ex debt 20.8 33.1 29.0 31.4

Other long term liabilities 0.0 0.4 0.0 0.0

Total liabilities 39.2 54.6 54.0 56.4

Shareholders equity (incl reserves) 181.6 209.8 233.7 275.7

Total equity and liabilities 220.7 264.4 287.7 332.1

NTA per share (S$ cents) 21.5 24.8 27.6 32.6

NAV per share (S$ cents) 21.5 24.8 27.6 32.6
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CASH FLOW
Year Ended 31 Dec (S$ m) FY07 FY08 FY09F FY10F

Profit/(Loss) before working cap. changes 43.8 48.9 56.7 74.4

Working capital changes -9.8 -17.1 2.4 -28.9

Net cash from operations 34.0 31.8 59.1 45.5

Capex -12.7 -43.2 -55.0 -40.0

Other investing flows 7.1 -3.4 -2.9 0.0

Total investing cash flow -5.7 -46.6 -57.9 -40.0

Change in equity 1.7 0.2 0.0 0.0

Dividends paid -12.7 -16.9 -10.6 -10.6

Net change in debt 1.7 1.6 3.9 0.0

Other financing cash flow -6.2 -0.5 0.0 0.0

Total financing cash flow incl forex effect -19.7 -4.4 -6.3 -4.9

Net cash flow 8.7 -19.3 -5.1 0.6

Cash at beginning of year 43.0 51.7 32.4 27.3

Cash at end of year 51.7 32.4 27.3 27.9

Key Ratios

PER (x) 11.4 11.1 9.8 7.4

Price/NTA (x) 2.0 1.7 1.6 1.3

Gross profit margin (%) 32.1 35.2 34.0 34.3

Net profit margin (%) 22.7 22.6 24.2 23.9

Dividend yield (%) 4.7 2.9 2.9 3.5

ROA (%) 14.5 12.4 12.9 14.8

ROE (%) 17.6 15.6 15.9 17.9

Net gearing (%) Net Cash Net Cash Net Cash Net Cash

PE growth (x) 0.6 5.0 0.7 0.2

Source: Company data, OIR estimates
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SHAREHOLDING DECLARA TION:
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.
- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT
This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
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.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
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