Analysts upbeat on oil and gas
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PETALING JAYA: The outlook for oil and gas
companies remains bright as they enjpoy
further growth on the back of new and
extended contracts, confinued high oil pnces
and capaary expansion, local research houses
saich,

Avenue Securities said so far this year,
investors had been rewarded with relanively
strong capital gains in oil and gas shares. It
said in a report the share prices of odl and gas
companies had “run hard™ over the last 5%
months and yet the companies’ valuations
remained undemanding inview of their
robust 2arnings outlook.

The research house said companies such as

Wah Seong Corp Bhd, Petra Perdana Bhd and
Petronas Gas Bhd had been reporming
CNCOUTrAZGNgG year-on-year carnings growth
andl were expected fo enjoy further growth
attributed to bigger contracts and
contributions from new acquisitions,

On Wah Seong. Avenue said what was
éxciting for the company over the next 12
meoaiths were its plans to unlock the value of
its businesses either by hiving off its non-oil
and gas businesses, or listing its ol and gas
division overseas. It also expects the company
o be involved in mone mergers and
acquisitsons in the second half of its financial
year ending Dec 31, 2006 or the next year.

The research outfit descnbed Petronas Gas®
future eamings as “steady™ and “predictable”
while for Petra Perdana, it expected the

company to perform better in irs second
guarter ending June 30, with the monsoon
X500 OVET,

Iy ot5 first quarter ended March 31, Perra
Perdana had to scale down its offshore

" network, and a potentially bigger order book. |
The research house, which has a “buy” call
on the stock, said KNM was trading ar a steep
32% discount to the 193 (imes avieTage pnce
carnings ratio of its listed international peers.
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Avenue’s other top stock picks include

Sapuralrest Petroleum Bhd, Diakog Group
Bhd, KNM Group Bhd and Tanjung Offshore
Bhd.

AmResearch Sdn Bhd is also upbeat on KNM
on the back of the compamy’s stronger-than-
expected performance from its recently
acquared umit, Australia’s Hudson Prodiects
Pacific Pty Ltd, its expected cost savings from
synergistic benefits from the company’s new
acquasitions, increased chances of securing

| new contracts with an enlarged plant

]las its historical operating performance beats

“KNM should trade closer to its competitors

Its peers despite it being a smaller
establishment,” AmBesearch said,

Avenue said over the past few years, the
external environment had been “rather
prosperous”, but added that nsing interest
rates and higher current acoount deficits in a
number of developing oountries could slow
down economic growth,

“This will eventually lead to slower pivate
imvestment and reduce demand for o1l and
gas-pelated products and services,” it said.




