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Wins verdict for PJ Sentral

News
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Risks

Forecasts

Rating

Valuation

= The High Court has dismissed PKNS’ claim against Nusa-
Gapurna and MRCB for the 70% stake in PJ Sentral. The
High Court has also declined to consider a temporary
injunction to prevent the sale.

= POSITIVE outcome... Following the court verdict, MRCB
may now proceed to acquire Nusa-Gapurna’'s 70% stake in
PJ Sentral. The 9.85 acres land refers to Lot 12 and is part
of the overall PJ Sentral Garden City development. It is
strategically located at the heart of Petaling Jaya with a
potential GDV of RM2.55bn.

= We are POSITIVE at the judiciary outcome as it will provide
continuity of development launches for MRCB instead of
relying on KL Sentral for development profits.

= Earnings outweigh dilution... The acquisition of PJ Sentral
Lot 12 will see the issuance of an additional 108.8m new
MRCB shares and 31.1m new MRCB warrants. Hence,
diluting the existing 1.65bn share base by 6.6% to 1.76bn
shares.

= However, we believe that the dilution impact will be
mitigated by the potential earnings growth from the new
development profits which has already seen two tower
blocks being leased out to MBSB and MyIPO.

= Appeal by PKNS?... We do not discount the possibilities of
an appeal filed by PKNS against the latest judgement.
Hence, we believe that MRCB will be seeking a win-win
situation with the State Government.

= Execution risk; Regulatory and political risk; Rising raw
material prices; and Unexpected downturn in the
construction and property cycle.

» Unchanged, pending conclusion of the deal.

BUY (€9)

We remain optimistic that the new management will be able to
turnaround MRCB’s operations and positive on the degearing
exercise. Hence, we maintain our long term BUY call.

= Positives: (1) Success in acquiring PJ Sentral land; (2) New
construction contract wins; (3) Acquiring strategic land banks

= Negatives: (1) Concerns over projects execution and
property take-up rates; (3) Delays by the Government on
EDL; (4) High net gearing levels; (5) Short-term earnings
dilution arising from share swap with Nusa Gapurna.

= Target Price maintained at RM2.02 based on Sum-of-Parts
valuation (see Figure #1).

Jarod Soon

smsoon@hlib.hongleong.com.my

(603) 2168 1073

KLCI 1,831.7
Expected share price return 22.0%
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Information

Bloomberg Ticker MRC MK
Bursa Code 1651
Issued Shares (m) 1,651
Market cap (RM m) 2,725
3-mth avg. volume (‘000) 3,286
Price Performance M  3M 12M
Absolute 44 162 279
Relative 14 141 134
Major shareholders

EPF 38.9%
Gapurna 12.5%
Lembaga Tabung Haji 8.9%
Free Float 39.7%

Summary Earnings Table

FYE Dec RMm)  2012A

2013E  2014E 2015E

Revenue 1,283 952 1,358 1,876
EBITDA 241 100 343 440
EBIT 221 76 315 408
Profit Before Tax 134 (82) 159 243
PATAMI 60 (80) 83 142
Core PATAMI 60 47) 83 142
EPS (sen) 43 (29 50 86
FD EPS (sen) 43 (22 38 65
Net DPS (sen) 1.9 1.6 16 16
Net DY (%) 1.2 1.0 1.0 10
P/E (x) 381 (57.8) 328 192
FD P/E (x) 381 (76.6) 434 255
P/B (x) 1.6 1.6 15 14
Net Gearing (%) 190.8 1933 180.0 171.8
ROE (%) 43 (3.0 48 1.7
ROA (%) 1.1 (0.8 13 20
HLIB
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Figure #1 MRCB SOP valuation

www.hlebroking.com

Division Methodology Stake Value RMm)  RM/share %
Construction 14X Average of FY14-15 Earnings 100% 438 0.27 13
Property NPV of profits + Property BV 100% 2,235 1.35 67
DUKE Ekovest Offer 30% 228 0.14 7
EDL DCF 100% 581 0.35 17
Sub-Total (RM m) 3,481 211 104
Holding Company Net Debt (240 (0.08) @)
SOP (RM m) 3,341 2.02 100
Nos. of shares (m) 1,651
RM per share (RM) 2.02
HLIB

*Our valuation does not include the dilution of 537.9m warrants as our TP is below its exercise price of RM2.30
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Financial Projections for MRCB (BUY; TP: RM2.02)

Income Statement

Quarterly Financial Summary

FYE 31 Dec (RM m) 2011A 2012A 2013E 2014E 2015E FYE31Dec (RMm) 2012Q4 2013Q1 2013Q2 2013Q3 2013Q4
Revenue 1,226.7 1,283.2 9524 13584  1,876.3 Revenue 303.1 262.0 185.7 159.7 379.2
EBITDA 141.6 240.9 99.9 3430 440.4 Expenses (284.1)  (251.2)  (167.0) (302.8) (355.5)
D&A (11.2) (20.0) (23.8) (28.4) (32.4) Other Income 28.8 29.4 27.5 40.9 30.5
EBIT 1304 220.9 76.1 314.6 408.0 EBIT 47.8 40.3 46.2  (102.1) 54.2
Interest Income 325 29.7 14.6 16.8 26.6 Net Interest Expense (20.7) (35.3 (35.5) (40.4) (32.4)
Finance Costs (35.2) (1185) (185.2) (191.8)  (202.4) Associates & JCE 5.3 0.1 24 2.8 0.3)
Associates/JCE 4.3 1.9 13.2 19.1 10.8 Profit Before Tax 324 5.1 131 (139.7) 215
Profit Before Tax 123.3 134.0 (81.2) 158.7 243.0 Tax (23.3) .5 (5.0 0.9 (10.5)
Tax (15.3) (42.8) (9.9 (34.9) (55.7) Net Profit 9.1 3.6 8.1 (140.7) 11.0
Net Profit 108.0 91.2 (91.1) 1238 187.2 Minority Interests (12.0) 1.6 (2.3) 18.3 (8.8)
Minority Interests (14.5) (31.0) 107 (40.6) (45.4) PATAMI (3.0) 5.3 58 (122.4) 2.2
PATAMI 935 60.1 (80.4) 83.2 1418 Exceptionals - - - 333 -
Core Earnings (3.0) 53 5.8 (89.2) 22
Exceptionals 5.3 - (33.3 - -
Core Earnings 88.2 60.1 (47.2) 83.2 141.8 Core EPS (sen) (0.22) 0.38 0.42 (5.99) 0.13
FD Core EPS (sen) (0.22) 0.38 0.42 (5.99) 0.13
Basic Shares (m) 13862 13878 16513 16513 16513 DPS (sen) 1.90 - - - 1.00
Core EPS (sen) 6.4 4.3 (2.9 5.0 8.6 W. Ave. Shares (m) ~ 1,387.6  1,387.8  1,387.8 14881  1651.3
FD Core EPS (sen) 6.4 4.3 (2.2) 38 6.5
Balance Sheet Rates and Ratios
FYE 31 Dec (RM m) 2011A 2012A 2013E 2014E 2015E FYE 31 Dec (RM m) 2011A 2012A 2013E 2014E 2015E
Cash 616.2 644.2 4178 4794 759.8 Core PER (x) 25.9 38.1 (57.8) 32.8 19.2
Trade Receivables 1,1983 15114 13054 1,861.6 2,056.9 FD Core PER (x) 25.9 38.1 (76.6) 43.4 25.5
Inventories 16.8 9.7 13.0 18.6 25.7 Net DPS (sen) 15 19 1.6 1.6 1.6
Development Costs 408.5 481.8 462.8 481.0 769.4 Net DY (%) 0.9 12 1.0 1.0 1.0
Associates/JCE 1555 154.7 168.0 187.1 197.9 BVPS (RM) 1.0 1.0 1.0 11 11
PPE 1626.1 1,700.3 21956 22172 2,2349 P/B (x) 17 1.6 1.6 15 14
Intangibles 76.9 74.9 74.9 74.9 74.9 NTA/Share (RM) 0.9 1.0 1.0 1.0 11
Others 13103 13777 13777 13777 137717
Total Assets 54085 509548 60152 66975 7,497.3 EBITDA Margin (%) 115 18.8 10.5 25.2 235
Trade Payables 1,046.7 893.7 521.9 9304 1,285.1 EBIT Margin (%) 10.6 17.2 8.0 23.2 21.7
Total Debt 2,7284 33095 34508 36271 39113 PBT Margin (%) 10.1 10.4 (8.5 11.7 12.9
Others 219.0 264.3 264.3 264.3 264.3 PATAMI Margin (%) 7.2 4.7 (5.0 6.1 7.6
Total Liabilities 3,994.2 44675 4237.0 48218 5460.7 ROE (%) 6.6 4.3 (3.0 4.8 7.7
Shareholders' Funds  1,376.2 14182 1,7198 1,776.7  1,892.1 ROA (%) 18 11 (0.8) 13 2.0
Minority Interests 38.1 69.1 58.4 99.1 144.5
Total Capital 14143 14873 17783 18757 2,036.6 Net Gearing (%) 158.7 190.8 193.3 180.0 171.8
Cashflow Analysis Assumption Metrics and Growth Ratio
FYE 31 Dec (RM m) 2011A 2012A 2013E 2014E 2015E FYE 31 Dec (RM m) 2011A 2012A 2013E 2014E 2015E
EBITDA 141.6 240.9 99.9 343.0 440.4 Revenue 1,226.7  1,283.2 9524 1,358.4 1,876.3
Working Capital (77.3)  (4785)  (120.3) (139.3)  (100.5) Construction 651.0 449.6 454.8 459.8 552.7
Net Interest (120.0) (144.7)  (2005) (207.1)  (211.5) Property 487.3 689.9 4243 8217 12428
Others 88.5 95.7 9.9) (349  (55.7) EBIT Margins (%) 10.6 17.2 8.0 23.2 21.7
CFO 329 (286.6) (230.7) (38.3) 72.7
Capex (347.4)  (205.9)  (110.7) (50.0) (50.0) Revenue Growth (%) 14.9 4.6 (25.8) 42.6 38.1
Purchase/Disposal (152.9) (4.6) - - - PATAMI Growth (%) 312 (31.9 (178.4)  (276.4) 70.5
Others 0.4 - - - - EPS Growth (%) 30.8 (31.9)  (165.9) (276.4) 70.5
CFl (499.9)  (210.6)  (110.7) (50.0) (50.0)
Financing 734.0 577.7 141.3 176.3 284.2
Shares Issued 5.2 19 - - -
Dividends (15.6)  (20.8) (26.4)  (264)  (26.4)
Others (3.0 0.0 - - -
CFF 720.6 558.9 115.0 149.9 257.8
Net Cashflow 253.6 61.7  (226.4) 61.6 280.5
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Disclaimer

The information contained in this report is based on data obtained from sources believed to be
reliable. However, the data and/or sources have not been independently verified and as such,
no representation, express or implied, is made as to the accuracy, adequacy, completeness or
reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and
associates nor person connected to it accept any liability whatsoever for any direct, indirect or
consequential losses (including loss of profits) or damages that may arise from the use or
reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Hong Leong Investment Bank Berhad has no obligation to update its
opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this
report and seek independent financial, legal or other advice regarding the appropriateness of
investing in any securities or the investment strategies discussed or recommended in this report.
Nothing in this report constitutes investment, legal, accounting or tax advice or a representation
that any investment or strategy is suitable or appropriate to your individual circumstances or
otherwise represent a personal recommendation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of
any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors,
connected parties and/or employees may, from time to time, own, have positions or be
materially interested in any securities mentioned herein or any securities related thereto, and
may further act as market maker or have assumed underwriting commitment or deal with such
securities and provide advisory, investment or other services for or do business with any
companies or entities mentioned in this report. In reviewing the report, investors should be
aware that any or all of the foregoing among other things, may give rise to real or potential
conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your
information and is made strictly on the basis that it will remain confidential. All materials
presented in this report, unless specifically indicated otherwise, is under copyright to Hong
Leong Investment Bank Berhad. This research report and its contents may not be reproduced,
stored in a retrieval system, redistributed, transmitted or passed on, directly or indirectly, to any
person or published in whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong
Investment Bank Berhad takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank
Berhad own website material) are provided solely for your convenience. The information and
the content of the linked site do not in any way form part of this report. Accessing such website
or following such link through the report or Hong Leong Investment Bank Berhad website shall
be at your own risk.

Published & Printed by
Hong Leong Investment Bank
Berhad (10209-w)
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1. As of 28 February 2014, Hong Leong Investment Bank Berhad has proprietary interest in the N0 B ST B

following securities covered in this report: 50450 Kuala Lumpur

(a) - Tel 603 2168 1168 / 603 2710 1168
Fax 603 2161 3880

2. As of 28 February 2014, the analyst, Jarod Soon Sien Ming, who prepared this report, has

interest in the following securities covered in this report:
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Equity rating definitions

BUY Positive recommendation of stock under coverage. Expected absolute return of more than +10% over 12-months, with low risk of sustained downside.
TRADING BUY Positive recommendation of stock not under coverage. Expected absolute return of more than +10% over 6-months. Situational or arbitrage trading opportunity.
HOLD Neutral recommendation of stock under coverage. Expected absolute return between -10% and +10% over 12-months, with low risk of sustained downside.
TRADING SELL  Negative recommendation of stock not under coverage. Expected absolute return of less than -10% over 6-months. Situational or arbitrage trading opportunity.
SELL Negative recommendation of stock under coverage. High risk of negative absolute return of more than -10% over 12-months.

NOT RATED No research coverage and report is intended purely for informational purposes.

Industry rating definitions

OVERWEIGHT The sector, based on weighted market capitalization, is expected to have absolute return of more than +5% over 12-months.
NEUTRAL The sector, based on weighted market capitalization, is expected to have absolute return between -5% and +5% over 12-months.
UNDERWEIGHT  The sector, based on weighted market capitalization, is expected to have absolute return of less than —5% over 12-months.
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