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 Coastal Contracts 
 

 MOU With Ramunia Terminated    

OIL & GAS 
 
BUY  
Fair Value  RM4.85 
Previous RM4.85 
Price RM3.64 

 
 
 
 
 
 
 

 

THE BUZZ 
 
Yesterday, Ramunia announced to Bursa Malaysia that Coastal’s 100%-subsidiary, Pleasant
Engineering SB and Ramunia had both agreed not to proceed with the MOU signed on 28
Jan 2010 for the proposed collaboration to undertake tendering, bidding and fabrication in
relation to structures for the O&G industry. 
 

  
 

 

OUR TAKE  

Newsflow is within expectation. To recap, back in Jan 2011, Oilfab SB, 51%-owned indirect
subsidiary of Oilcorp had accepted Ramunia’s offer to acquire the Pulau Indah integrated
fabrication yard and both its moveable and immoveable assets located there for RM83.8m.
Hence, since Ramunia now owns a fabrication yard again and there is still minimal new
fabrication jobs being awarded to other fabrication companies besides Kencana and MMHE, it
would make sense for Ramunia to terminate the MOU. 

Minimal impact to Coastal too. Although on the surface, it may look like a set back to the
company, but having signed this MOU earlier in Jan 2010, Coastal did put in minimal
investment to transform its Sandakan yard into a repair and maintenance as well as
fabrication yard that would enable the company to explore this business opportunity as and
when it arose. In fact, with the MOU out of the way, we think Coastal would be a more
attractive candidate to partner since its asset (yard in Sandakan) is no longer committed to
any party. Furthermore, we understand that management had been talking to a few parties
earlier, both locals and foreigners and this recent development may fasten its potential
partnership or M&A progress. Finally, as for its shipbuilding business, it can be done through
third parties in China which are good enough to fulfill its existing orders and hence continue to
provide a stable income to the company in the event if its Sandakan yard were to be used
purely for O&G fabrication or repair and maintenance jobs. 

Maintain Buy. Our fair value for Coastal remains unchanged at RM4.85 based on the existing
PER of 8x FY11 earnings. We continue to like Coastal for its strong delivery track record and
we think its performance would be sustainable as it still has a strong orderbook of RM760m
which can keep the company busy over the next 12 months while it proceeds to enhance its
shareholders’ value by finding a business partner for the O&G opportunities mentioned
earlier. 
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OSK Research Guide to Investment Ratings  
  
Buy: Share price may exceed 10% over the next 12 months  

Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain 

Neutral: Share price may fall within the range of +/- 10% over the next 12 months  

Take Profit: Target price has been attained. Look to accumulate at lower levels  

Sell: Share price may fall by more than 10% over the next 12 months 

Not Rated (NR): Stock is not within regular research coverage 
 
All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed 
will be subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or 
financial instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment 
decision-making based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest 
and/or underwriting commitments in the securities mentioned. 
 
Distribution in Singapore  
 
This research report produced by OSK Research Sdn Bhd is distributed in Singapore only to “Institutional Investors”, “Expert Investors” or 
“Accredited Investors” as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not an “Institutional Investor”, “Expert Investor” 
or “Accredited Investor”, this research report is not intended for you and you should disregard this research report in its entirety. In respect of any 
matters arising from, or in connection with, this research report, you are to contact our Singapore Office, DMG & Partners Securities Pte Ltd 
(“DMG”).  
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