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THE Daily FT-SC Securities
joint initiative Market Pulse
recently hosted several list-
ed conglomerates as well as
industry leaders to get an
overview of their future out-
look. This was preceded by
leading stock broking firms
unveiling their research on
the selected companies. They
were Expolanka Holdings
PLC, LOLC Holdings, John
Keells Holdings, Hayleys PLC,
Hela Apparel Holdings PLC,
Teejay Lanka PL.C and Hayleys
Fabrics PLC.

The research presentations
were done by Asia Securities
Vice President Research
Hilal Zainudeen — Expolanka
Holdings PLC, Capital Trust
Head of Research Hasitha
Leanage - LOLC Holdings
and Browns Investments, SC
Securities Head of Research
Charitha Gunasekere — Hayleys
PLC, Bartleet Religare Senior
Research Analyst Heshan
Chamika —John Keells Holdings
PLC and First Capital Head of
Research Dimantha Mathews —
apparel and related sector trio
Hela Apparel Holdings PLC,
Teejay Lanka PL.C and Hayleys
Fabrics PLC.

Asia Securities Vice
President Research Hilal
Zainudeen presented more
insights about Expolanka
Holdings PL.C where he empha-
sised that Expolanka Holdings
PLC is having a strong defen-
sive exposure amidst uncertain
local backdrop. The stock pro-
vides good defensive exposure to
investors, given current macro
uncertainty in the country.

According to Hilal Zainudeen,
Expolanka Holdings was a
strong COVID beneficiary
counter due to spike in freight
rates, but share has seen a sharp
decline along with the broader
market. Expolanka Holdings
PLC share price is down 54.8%
YTD (vs. ASPI down 37.6%).
Share price has seen good buy-
ing support after steep recent
selloff in line with the broader
market. Dollar income provides
natural hedge against potential
depreciation of rupees.

Air freight prices in the key
Hong Kong — North America
route reached record highs in
December 2021, however overall
rates across the globe have start-
ed to moderate since the onset
of the Chinese New Year holi-
days in February, however air
freight rates are still well above
levels seen before the COVID-
19 pandemic and also ocean
freight rates remain elevated
but showing signs of correc-
tion. However, Asia Securities
expects ocean and air freight
rates to moderate through 2022.

Although some disruption
to freight transportation was
experienced due to the Ukraine
issue, the impact has been seen
more in the European trade
routes. EXPO is less impacted
given that 80%+ of EXPO busi-
ness is from the US trade lane.

According to Asia Securities
Research estimates the summa-
ry of Financials of Expolanka
Holdings is as follows.

SC Securities Head of
Research Charitha Gunasekere
added his commentary on
Hayleys PLC. Hayleys PLC is
the most diversified conglom-
erate in Sri Lanka operating
across 12 diverse industry sec-
tors. Products are sold in over
70 markets across the world and
Hayleys is one of the country’s
largest value-added exporters.
Further he mentioned 49% of
group revenue was earned in
foreign currencies and Hayleys
accounted for 4.22% of the coun-
try’s total exports.

Hayleys earns almost half of
its revenue through export mar-
kets. Its traditional business sec-
tors (Textile, Purification, Hand
Protection, Transportation
and Logistics, Eco Solutions)
have remained the major con-
tributors of foreign exchange.
During FY21 net foreign
exchange gain amounted to Rs.
1,150 million compared to Rs. 274
million in FY20.

Due to the favourable
exchange rate movement net
exchange gain in FY22 would be
much higher. Net Profit Margin
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Browns Investments Ltd

Overview of a few land plots of the
Colombo Port City Marina

Locations of investment properties - March 2020
. '.""_-_?L--u
& .
! “
./ L
] "':I;"';‘?‘"-F’W
Gampaha- 2 properbes | i
b 5 B A"
Calomba 10 12 *,
Colombo B- 2 propertes | | II Y 1
(RRTT t |
Mot 1 |
Homagama Pgnidusn F)
D LN =~
- s

ldhum[tl:\t"hh]

RE ot MEAT  3LTEY 33,27 11E3% SLEI2 T3ETY EBom
Grogd prafin 1501 1558 419 L7684 5108 EAsh 10371
EmT H 1345 1728 1ART 3038 540 TaXl
Nt Profi 1598 1E%9 1383 2119 2547 4411 5778
afjurtad EFS (LR 22 1E 13 10 ik 2 Bl
o Growth [ 1% 5% 0% R i1 Ta% s
il Lt Rt
FER [x] 193 156 115w tdam i1lx T 5k
PEV [ 28z 1= 20 e 17 15 1dx
oviN .75 5% A% 5% 3% 2% pde
HATS 181 154 118 248 0 m2 31
DPS [XR] 16 D 13 1k i3 a9 51
O sand Fayout e % h 4% Eh a5% %
Thes Prwniias Fosord & Spa |Deenbula L1
ot Faems Sogrm ] . [TheCam Resctd vy ]
rixg,j'{_h
» e

Y \Eu—ml"-‘ﬂmw- o
! @ Pll [
b Deiphen Hotel [Megembe | 154 j' PN
Location |Rooms " = F
Bonmmla| 365 L df
Eden Resort & Spo [Benswnla 158 L+ Y

Rrerra Resort
Wireiing Resorn & e oomEmuchnn

L] - - 1
.-’ll
e e
e glicr. Wosgoda okgunia -] L AT 1r —
50 Light House Galla H —
[ ot [ 3

Locabion |Rooms |
Thes Dicienlla Reson & Spa  |[Diciosaln ]
Laerrs Vil & Baach House |[Loass o)

RESORT ROOMS TIMELINE - MALDIVES & MAURITIUS

. { ST Ma o PL Resar Lid whech os
1 m-maq-m-..mmmmmm..m e—
T I
+ Teuarwt @ UBDM M Harress Gioug Dpwin
safs ¥ B0 ety meke ol X1 swecy APH Savhil e
g
v Aomied & 1 atrw ot Bhale £y wtach wan Cirvearted £
% 518 -t e { Masaeshuss Palscy stict 0
s rpsratcrE e PE
«. A gracr i Mext Laly st ot compueny indetar Bosech
Hespets (Peth Ll mas spqured mol

o8 108 ducres, 170 Mapmam Haad Weukir Cnairaniinn

il

i
;i
\\

+ W LEOTE WA ] e T e emria Al Reanrry
Pt Lit o0 Ben progety wsheh el e Tty
T Semtw—ber I3 wih 100 10w

{

’i

Source: Annual Reports & media articles

More than 85% of respondents
plan to increase sourcing from
Asian including Sri Lanka in

subdued economic growth are
adding pressures to group finan-
cials.

improved to 5.8%: This achieve-
ment reflects organisation-wide
efforts to rationalise costs, opti-
mise resources, productivity
maintenance and increased effi-
ciencies gained through strin-
gent cost management strate-
gies. Gunasekere elaborated
segmental performance and
outlook of Hayleys PLC during
his presentation.

Based on SC Securities
research estimates they have
arrived fair value of Rs. 126.40
for the Hayleys PL.C share using
the bended valuation approach
and the earnings highlights of
Hayleys PLC is as follows.

Heshan Chamika, a Senior
Research Analyst from Bartleet
Religare Securities (BRS)
brought up his idea on way for-
ward of John Keells Holdings
PLC (JKH) mentioning the
fact that resiliency is the key
to unlock the long-term value.
As of his views, Cinnamon Life
project of JKH is to record resi-

dential apartment sales along
with rent income from HCL
technologies. Rising fuel prices
and rupee devaluation is expect-
ed to benefit transportation sec-
tor to report higher earnings.

Further he mentioned that
the anticipated revival in tour-
ism and leisure sector will aid to
strengthen JKH’s financial posi-
tion. Centralised distribution
centre in supermarket chain
is to aid for operational effi-
ciencies whilst the expansion
remains intact. Higher interest
rates are expected to favour life
insurance segment with the
increased awareness of general
public.

However, several investments
risks associated with JKH have
been quoted by BRS at the event
held. Accordingly, continuous
power cuts and fuel shortages,
delays in construction of Tri-
Zen apartments and Cinnamon
life hotel rooms, rising commod-
ity prices, import restrictions,

BRS has given a fair value of
Rs. 184.62 for JKH with net earn-
ings forecast of Rs. 14 billion for
2023 as follows.

First Capital Head of
Research Dimantha Mathews
opined his insights regarding
apparel and related sector trio
Hela Apparel Holdings PLC,
Teejay Lanka PLC and Hayleys
Fabrics PLC. Dimantha men-
tioned that the rapid growth in
global apparel demand and cur-
rency depreciation is in favour
of Sri Lankan apparel and tex-
tile industry.

He also elaborated the fact
that the overall demand for
clothing and shoes are to
rise significantly by 2025 and
apparel export companies are
to thrive on booming top-line
owing to potential rupee depre-
ciation.

As of First Capital research,
major fabric manufacturers
are expected to benefit from the
relocation strategy by brands
out of China to South Asia.

next two years. On top of that
Sri Lanka’s reputation for
ethical manufacturing of high-
quality apparels will continue
to stand as a key competitive
advantage.

Further, First Capital expects
cotton prices to stabilise in
upcoming quarters boosting
margins of apparel and fabric
makers specially to ease by 6.0%
in 2023 as weather related chal-
lenges unwind.

All and all, First Capital has

CIFC project phases

Type Gross floor area (Sqm)

Phase 1

Luxury high nse residences
Grade A office

Fastmil mal

Sarvico aparments

72,266
48,237
24,1086
16,198

Phase 1 total

160,807

Grade A office
Rotail mall

137,233
58 814

Phase 2 total

196,047

CIFC Equity Investment

given fair estimations for the
top picks from apparel sector.
Accordingly, Teejay Lanka PLC
(TJL) was given a fair value of
Rs. 56 with a profit estimation of
Rs. 4.4 billion for 2023, Hayleys
Fabric (MGT) a fair value of
Rs. 45 with an estimated 2023
net profit of Rs. 2.4 billion and
recently listed Hela Apparel
Holdings (HELA) a fair value
of Rs. 16.8 with a profit estima-
tion of Rs. 2.1 billion for the year
2023.

First Capital research has
provided below financial esti-
mates with regards to three
stock picks.

m TJL

m MGT

® HELA

Capital Trust Head of
Research Hasitha Leanage
brought more insights about
Browns Investments PL.C and
LOLC Holdings PLC. According
to Leanage, Browns Investment
PLC invested $ 55 million in the
Colombo Marina Development
Project on 17th December 2021
and secured 99-year leasehold
rights to a land extent of 30,776
sqm. Further plans to invest $ 43
million in the Port City Marina
Hotel Development Project and
secured 99-year leasehold rights
to aland extent of 13,006 sqm.

The Port City Marina is a des-
tination along the marina-walk
which consists of the marina
square, marina promontory,
marina park and marina vil-
lage. The marina precinct is
expected to attract super luxury
yacht owners as the only mari-
na in the country which can
have private yachts operate.

The marina also consists of
facilities for docking sailing
boats and small boats provid-
ing sports and entertainment.
The Yacht Marina is expected
to have the facility to anchor 200
yachts making it one of the larg-
est such venues in the region.

Browns Investment PLC
expects to expand its large
portfolio of investment prop-
erties and Leanage noted that
Leisure segment expanded to be
amongst the top 3 leisure play-
ers with over 1,200 rooms in Sri
Lanka and they have aggressive-
ly expanded overseas leisure
footprint with a pipeline of 800
plusrooms.

Moreover, Browns Investment
PLC invested in the largest

i
= 7 (USD120 mn)

agricultural project in West
Africa with $ 30 million worth
investment. They have acquired
66.67% stake in Sunbird Bio
Energy in Sierra Leone during
June 2019 and assets to be worth
its original investment of 500
million euros once ramped up to
its full capacity:.

Browns Investment PL.C oper-
ates first privately owned solar
power plant pf 10 MW in Sri
Lanka and the plant produces
approximately 19 GWh per year.
HNB to be considered as an
associate company of Browns
Investments Litd. from 4QFY22.

Capital Trust Research fore-
casted Rs. 30,100 million profit
for Browns Investments PLC
in FY2022 and stock currently
trades at an attractive PER of
2.91x FY22F net earnings.

Hasitha Leanage went
through the earnings forecast
and the company insights about
LOLC Holdings PLC. According
to him LOLC holdings PLC
is the largest beneficiary of $
denominated asset base and
revenue. Group with largest
Land, Property and Equipment
base of over Rs. 131 billion and
Investment Properties of Rs.
52 billion denominated in both
dollars and rupees. Will benefit
significantly from Revaluations
and Exchange Gains due to high
currency depreciation and high
inflation.

Capital Trust Research fore-
cast the Revaluation Gain in
4QFY22 to amount to c. Rs. 15 bil-
lion and Net Profit Attributable
to Equity Holders to record Rs.
52 billion through recurring
operations in FY22F. Given the
current stock price of Rs. 437.50,
the share is trading at a PER
of only 4.00x FY22F Earnings.
MP/TCI in FY22F is only 2.02x
assuming an average exchange
rate of Rs. 299.00/USD.

Given the extremely high
ROE achieved on a continu-
ous basis, Management is of
the view the Company can
achieve exponential increase
in Earnings by reinvesting
internally generated cash flows.
This is a similar model followed
by global MILLIONC’s such
as Amazon, Google, Alibaba,
Facebook, Berkshire Hathaway
and Tesla. Hence, where the
companies do not declare divi-
dends.
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