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Upgrade DOCK | Dockyard - Upgrade to Buy after
to BUY getting our Sell call wrong

Date: 27th May 2009

€ On the 10" of October when Dockyard was Rs65 and the MPI

Ticker
DOCK was at 2231 and the ASPI at 2013.1, we downgraded Dockyard
Recommendation to SELL.
BUY
@® We are changing our view and are now issuing a Buy
ASPI Index Level* recommendation at a higher price. It was a bad Sell call, and
2,142.46 we got it wrong.
*
MPI Igngjz 2Léevel € In October, we downgraded Dockyard to a SELL on a view that “the

outlook for the global ship repair and ship building industry would
clearly have worsened on the back of global financial turmoil.”

© “The sharp appreciation of the Sri Lanka rupee against competitor

P~k ) B .
Share Price currencies in recent weeks also does not help an export driven

Rs.72.00 businesses such as Dockyard.”
* € “While historic valuations are extremely attractive, forecasts going
Market Cap . S
forward will have to be cut deeply to reflect the deteriorating global
Rs. 4,927,469,mn - ) X
environment and will lead to valuations based on forecasts no longer
*CSE DATA on 26th May 2009 being very attractive.”

€ “We recommend that Investors Sell the counter aggressively even
into weakness in the market, and reallocate fund to the liquid big
caps counters we like which have exposure to the domestic economy
whose valuations continued to improve. “
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could be argued that the reallocation could have made money

for investors. But Dockyard outperformed the overall market

and as such our Sell recommendation was not appropriate.
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Summary Investment View

e Dock appears to have weathered the global crisis well, maintaining a very strong order
book on ship building until 2010.

e 2009 is expected to be a better year than 2008, which itself was a record year.

e The first quarter saw profits rise to Rs518m from Rs244m in the first quarter of 2008.

e With Debt being paid off, Dividends last year rose to Rs7 per share, and we feel
dividends have room to improve further.

e Though the strong results would lead to the stock price rising in the near term, we are
likely to maintain our recommendation even as the stock price jumps another 10%. We
would therefore urge our investors to aggressively re-accumulate a position in the

counter.
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The analyst responsible for producing the report does not work for Capital Alliance Securities (Private) Ltd. This report has
been produced as part of an outsourced research relationship with a specialized research company engaged by Capital
Alliance Securities (Private) Ltd. This document has been prepared and issued on the basis of publicly available
information, internally developed data and other sources, believed to be reliable. Capital Alliance Securities (Private)
Limited however does not warrant its completeness or accuracy. Opinions and estimates given constitute a judgment as of
the date of the material and are subject to change without notice. This report is not intended as an offer or solicitation for the
purchase or sale of any financial instrument. The recipient of this report must make their own independent decision
regarding any securities, investments or financial instruments mentioned herein. Securities or financial instruments
mentioned may not be suitable to all investors. Capital Alliance Securities (Private) Limited it's directors, officers,
consultants, employees, outsourced research providers associates or business partner, will not be responsible, for any
claims damages, compensation, suits, damages, loss, costs, charges, expenses, outgoing or payments including attorney’s
fees which recipients of the reports suffers or incurs directly or indirectly arising out actions taken as a result of this report.
This report is for the use of the intended recipient only. Access, disclosure, copying, distribution or reliance on any of it by

anyone else is prohibited and may be a criminal offence.
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