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Advanced Holdings  
Turnaround play  
 
♦ Earnings on the recovery track  
Following a disappointing FY06, we believe earnings are finally on the mend in 
FY07. Orderbook has been expanding over the past six months and at more than 
S$80m, secured contracts are 3x more than FY06 sales. Most of the orderbook 
will be booked within the current FY. The backdrop underpins our optimistic 
FY07-08 net profit forecast growth of 233% and 17%, respectively. 
 
♦ Moving up the value chain and clinching high-margin work  
Advanced has clinched increasingly more contract wins in the clean fuels and 
O&G sectors in the PRC. These contracts utilise Advanced’s proprietary process 
technologies and engineering skillset, offering significantly better yields 
compared to conventional systems orders (with mid single-digit margins) . We 
estimate 70% of existing orders are currently high-margin business with net 
margins of 18-20%. Based on our projection of 15% net margin on estimated 
FY07 sale of S$80m, we forecast net profits of $12m for FY07, implying attractive 
stock valuations of 8x FY07 P/E. Comparatively, sector peers such as Ausgroup, 
CSE Global and KS Energy are trading in the mid to high teens. 

 
♦  Strong demand for clean fuel solutions 
The PRC government is keen to tackle pollution issues and has adopted  
emission standards such as Euro IV which will take effect from 2008. Automobile 
producers are forced to upgrade their technologies to produce and utilize cleaner 
fuels. This spells potential opportunities for Advanced with its clean fuel 
technologies and the company expects to clinch more clean fuel contracts going 
forward. Rising investment in the downstream petrochem sector also raises 
demand for Advanced’s  process equipment packages.  

 
♦ Follow the smart money  
Insiders are also bullish on the company. Since May, major shareholder Dr Kar 
Wong has bought more than 2m shares at prices ranging from 35-38 cents. 
While the company has disappointed investors in FY06, this was largely due to 
delays in securing some large scale orders. Earning risks for FY07 are minimal in 
our view given the status of the orderbook and prospects for  FY08 are firming up. 
With 2-year earning CAGR of 98% and the stock trading at undemanding single-
digit P/E, risk-rewards is attractive. We recommend a trading buy with a target of 
49 cents, based on 10x FY07 EPS. 
 
 
Year End Dec 2004 2005 2006 2007E 2008E 

Sales (S$m) 17.1 38.9 24.0 80.0 96.0 

Pre-tax (S$m) 3.3 8.4 3.6 14.7 17.1 

Net profit (S$m) 2.6 6.9 3.6 12.1 14.0 

EPS (cts) 1.0 2.7 1.4 4.7 5.4 

EPS growth (%) 35% 169% -48% 233% 16% 

PER (x) 38.7 14.4 27.5 8.3 7.1 

EV/EBITDA (x) 27.0 10.3 19.9 4.7 3.6 

Yield (%) 0.0  1.4 0.7 2.4 3.0 

 

TRADING BUY 
 
  
Price $0.39
Target $0.49
ST Index 3,513  
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Stock Information 
Bloomberg code ADV.SI
Reuters code ADV SP
Market Cap (S$m) 100
52-week high ($) 0.70
52-week low ($) 0.23
Shares issued (m) 258
6m avg daily vol (US$m)
Free float 
Major Shareholders %

Dr Kar Wong (52)

 
Key Indicators (FY07F) 
Net cash/share 10 cts
ROE 36%
Dividend yield (06) 1%
BVPS S$0.12
P/BV 3x
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TERMS FOR PROVISION OF REPORT AND DISCLAIMERS 

 
This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Pte. Ltd. ("KER") or a related entity to KER (as the 
case may be) who are institutional investors (for the purposes of both the Singapore Securities and Futures Act (“SFA”) and the Singapore Financial Advisers Act 
(“FAA”)) and who are allowed access thereto (each an "Authorised Person") and is subject to the terms and disclaimers below.  
 
IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND DISCLAIMERS SET OUT BELOW, YOU SHOULD 
DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO LONGER WISH TO 
RECEIVE SUCH REPORTS. 
 
This report provides information and opinions as reference resource only. This report is not intended to be and does not constitute financial advice, investment 
advice, trading advice or any other advice. It is not to be construed as a solicitation or an offer to buy or sell any securities or related financial products. The 
information and commentaries are also not meant to be endorsements or offerings of any securities, options, stocks or other investment vehicles.  
 
The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons who receive it.  The securities discussed in 
this report may not be suitable for all investors.  Readers should not rely on any of the information herein as authoritative or substitute for the exercise of their own 
skill and judgment in making any investment or other decision. Readers should independently evaluate particular investments and strategies, and are encouraged 
to seek the advice of a financial adviser before making any investment or entering into any transaction in relation to the securities mentioned in this report.  The 
appropriateness of any particular investment or strategy whether opined on or referred to in this report or otherwise will depend on an investor’s individual 
circumstances and objectives and should be confirmed by such investor with his advisers independently before adoption or implementation (either as is or varied). 
You agree that any and all use of this report which you make, is solely at your own risk and without any recourse whatsoever to KER, its related and affiliate 
companies and/or their employees. You understand that you are using this report AT YOUR OWN RISK. 
 
This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim Eng affiliated entity/entities operating and 
carrying on business as a securities dealer or financial adviser in that jurisdiction (collectively or individually, as the context requires, "Kim Eng") which has, vis-à-
vis a relevant Authorised Person, approved of, and is solely responsible in that jurisdiction for, the contents of this publication in that jurisdiction. 
 
Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of securities of companies mentioned in this 
report, and may trade them in ways different from those discussed in this report.  Derivatives may be issued by Kim Eng its related companies or 
associated/affiliated persons. 
 
Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies mentioned in this report. These businesses include 
market making and specialized trading, risk arbitrage and other proprietary trading, fund management, investment services and corporate finance.  
 
Except with respect the disclosures of interest made above, this report is based on public information.  Kim Eng makes reasonable effort to use reliable, 
comprehensive information, but we make no representation that it is accurate or complete. The reader should also note that unless otherwise stated, none of Kim 
Eng or any third-party data providers make ANY warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they 
provide and shall not have liability for any damages of any kind relating to such data.   
 
Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information, photographs, graphics, text, images, logos, icons, 
typefaces, and/or other material (collectively “Content”) protected by copyrights, trademarks, or other proprietary rights, and that these rights are valid and protected 
in all forms, media, and technologies existing now or hereinafter developed. The Content is the property of Kim Eng or that of third party providers of content or 
licensors. The compilation (meaning the collection, arrangement, and assembly) of all content on this report is the exclusive property of Kim Eng and is protected by 
Singapore and international copyright laws. The reader may not copy, modify, remove, delete, augment, add to, publish, transmit, participate in the transfer, license 
or sale of, create derivative works from, or in any way exploit any of the Content, in whole or in part, except as specifically permitted herein. If no specific restrictions 
are stated, the reader may make one copy of select portions of the Content, provided that the copy is made only for personal, information, and non-commercial use 
and that the reader does not alter or modify the Content in any way, and maintain any notices contained in the Content, such as all copyright notices, trademark 
legends, or other proprietary rights notices. Except as provided in the preceding sentence or as permitted by the fair dealing privilege under copyright laws, the 
reader may not reproduce, or distribute in any way any Content without obtaining permission of the owner of the copyright, trademark or other proprietary right. Any 
authorised/permitted distribution is restricted to such distribution not being in violation of the copyright of Kim Eng only and does not in any way represent an 
endorsement of the contents permitted or authorised to be distributed to third parties. 
Additional information on mentioned securities is available on request. 
 
Jurisdiction Specific Additional Disclaimers: 
 
THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA, AND MAY 
NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO THE REPUBLIC OF KOREA, OR PROVIDED OR TRANSMITTED 
TO ANY KOREAN PERSON.  FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN THE REPUBLIC 
OF KOREA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.  
 
THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA, AND MAY 
NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO MALAYSIA OR PROVIDED OR TRANSMITTED TO ANY 
MALAYSIAN PERSON.  FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN MALAYSIA. BY 
ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.  
 
Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply if the reader is receiving or accessing this 
report in or from other than Singapore. 
 
As of 29 May, 2007, Kim Eng Research Pte. Ltd. and the covering analyst do not have an interest in Advanced Holdings..  
 
© 2006 Kim Eng Research Pte Ltd.  All rights reserved.  Except as specifically permitted, no part of this presentation may be reproduced or distributed in any 
manner without the prior written permission of Kim Eng Research Pte. Ltd. Kim Eng Research Pte. Ltd. accepts no liability whatsoever for the actions of third parties 
in this respect. 
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