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Per Share Data 2005  2006f  2007f 2008f
Book Value (sen) 71.4 80.4 90.0 100.6 Euro’s wholly-owned subsidiary, Euro Space Industries
Cash Flow (sen) 6.1 7.0 8.5 6.3 (ESI) has signed an agreement with Dellform Marketing
Earnings (sen) 9.0 94 9.9 11.0 Sdn Bhd (Dellform) and Godrej & Boyce Mfg Co Ltd
Dividend (sen) 35 35 35 35 (Godrej) to supply a range of modular workstations to
Payout Ratio (%) 04 04 04 03 Godrej through Dellform (which is involved in the
PER (x) 10.0 9.6 9.1 8.2 marketing of office furniture).
P/Cash Flow (x) 0.1 0.1 0.1 0.1
P/Book Value (x) 13 11 1.0 09 Godrej, a household name in India, is principally involved
Dividend Yield (%) 39 39 39 39 in the manufacturing aqd marketing of a wide range of
ROE (%) 125 17 1.0 10.9 consumer dqrables z.m.d.mdustrla.l pro.duc.ts. The company
Net Gearing (%) 0.0 0.0 0.0 0.0 has a fur'mture. d%v1s1.0n, which is involved in the
manufacturing, distribution and marketing of a variety of
furniture and interior products including modular furniture,
P&L Analysis (RM mil) 2005  2006f  2007f 2008f f:hairs, tables, etc. To ac.hieve. better cost e;fficiency, Godrej
Year-end: 31 Dec is currently outsourcing its producuop to  contract
Revenue 880 1010 1096 1201 man%lfactu.rers which can supply well-designed and high
Operating Profit 68 17 15 g  dualityoffice workstations.
Depreciation 27 29 3.7 338 Under the Agreement, ESI which works as an Original
Interest Expenses 06 (05 0.5 0.5 Design Manufacturer (ODM), will design and supply a
Pre-tax Profit 8.9 10.2 10.7 11.8 range of modular furniture to Godrej. Both Dellform and
Effective Tax Rate 18.5 250 25.0 25.0 Godrej will then market, sell and promote this range of
Net Profit 72 7.6 8.1 8.9 furniture in India. This agreement is for 3 years and the
Operating Margin (%) 71 7.6 6.9 72 renewal is by mutual agreement of all the parties.
Pre-tax Margin (%) 10.1 10.0 9.8 9.9
Net-Margin (%) 8.2 7.5 7.3 74
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We were given to understand that Godrej has to achieve
minimum sales of 12,000 workstation sets p.a. under the
agreement. This could potentially bring in additional
revenue of RM12-24m and gross profit of RMS8.6-17.3m
p.a. to Euro. YTD, Euro has already received order book of
about RM2-3m under this agreement.

We have included the additional revenue from the sales of
workstations to Godrej in our earnings forecast. However,
to factor in the economic slowdown in 2007, we cut our
sales by 7-25% for FY06-08. As a result, our projected net
profit dropped by 8-25% for FY06-08.

1. Recommendation:

We are maintaining Hold rating on the stock as we believe
strong export sales to India would aid to cushion the drop
in sales to other countries. Export contribution to the
group’s total sales in FY06 is expected to hit 60-65%
(versus 50-55% in FY05). Over the next 2 years, we expect
more contracts from India (contributed 40% of Euro’s
export sales in FY05) as the country’s GDP is expected to
grow at 7.6% and 7.2% in FY06 and FYQ7, respectively
(based on consensus number). Indicative fair value at
RMO0.86 is based on 7.5x CYO7 EPS.

Analyst - Low Yee Huap, CFA ‘& (603) 9280 2175 / low.yee.huap@rhb.com.my

This report is for private circulation only and shall not be reproduced either in part or otherwise without the prior written consent of RHB
Research Institute Sdn Bhd (RHBRI). The opinions and information contained herein are based on available data believed to be reliable. It is
not to be construed as an offer, invitation or solicitation to buy or sell the securities covered by this report. RHBRI does not warrant the
accuracy of anything stated herein in any manner whatsoever and no reliance upon such statement by anyone shall give rise to any claim
whatsoever against RHBRI. RHBRI and/or its associated persons may from time to time have an interest in the securities mentioned by this
report. Specific details of such interest will be provided upon request. This report may not be reproduced, copied or circulated without the
prior written approval of RHBRI. RHBRI is a participant of the CMDF-Bursa Research Scheme and will receive compensation for the

participation.

Page 2 of 2



