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PP 9484/12/2012 (031413) 

MRCB (BUY ; EPS ) 

INDUSTRY: OVERWEIGHT 

COMPANY INSIGHT 

13 November 2015 

Price Target: RM1.70 () 

Share price: RM1.48 

Planting seeds for long term growth  

News  Hosts investor’s briefing. MRCB held an investor’s briefing 

yesterday which was hosted by its Executive Director, Mohd 

Imran Salim and CFO, Ann Wan Tee. The discussion was 

centred around: (i) the Cyberjaya City Centre (CCC) 

development; (ii) National Sports Complex redevelopment; 

(iii) management contract with Kwasa Utama; and (iv) PDP 

role for the LRT3.   

 Landbanking heavily. MRCB’s landbanking will require 

total funding of RM1.8bn which consists of: (i) RM817m for 

parcel MX-1 in Kwasa Damansara; (ii) RM499m for the 

redevelopment of the National Sports Complex Phase 1; (iii) 

RM270m for CCC; and (iv) RM259m for the German 

Embassy land.  

 No cash call needed. Management shared that it will not be 

embarking on a cash call to fund these land acquisitions. 

Part of the funding requirements will be fulfilled via the 

injection of its current buildings into MRCB-Quill REIT. We 

gather that Shell Tower and Ascott Residence could be the 

next to be injected, potentially raising RM900m. Another 

option that MRCB is exploring is to set up a property 

development fund. Under this structure, external investors 

will be invited to take a stake in the fund which will then 

undertake the developments. Apart from having a stake in 

the fund, MRCB will also receive a fee for managing the 

fund’s property developments.     

 Unable to book construction profits. As part of the 

National Sports Complex privatisation agreement, MRCB will 

be required to: (i) refurbish the existing complex for 

RM499m; (ii) construct new facilities for RM1.1bn; and (ii) 

pay RM32m to the Government in return for 92.5 acres of 

land in Bukit Jalil. Management clarified that the 

refurbishment works will be carried out from now until Aug 

2017 in time for the SEA Games while construction of the 

new facilities would only commence after that. Contrary to 

our earlier believe, MRCB will not be able to book in 

construction profits for the job as it is done in exchange for 

land.  

  
Risks  Execution is a key risk as these projects have a long 

gestation period before significantly contributing to earnings.   

  
Forecasts  Unchanged given minimal impact to near term earnings.    

  
Rating BUY () TP: RM1.70 

 Whilst still in its early days, we reckon that MRCB’s new 

management is on the right path (albeit at a slow pace) to 

turn the company around. Expect more positive news flow in 

the coming months.  

  
Valuation  With risk of a cash call reduced, we remove our 20% 

discount to SOP which raises our TP from RM1.36 to 

RM1.70. This implies an expensive FY15 P/E of 39.1x but 

reduces to 25.7x and 20.4x for FY16-17 once its earnings 

recovery sets in.  
 

 
Jeremy Goh, CFA 

pwgoh@hlib.hongleong.com.my 

(603) 2168 1138 

 
KLCI 1663.2  
Expected share price return 14.9%  
Expected div idend return 0.7%  
Expected total return 15.6%  
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Information  

Bloomberg Ticker MRC MK 
Bursa Code 1651 
Issued Shares (m) 1,787 
Market cap (RM m) 2,644 
3-mth avg. volume (‘000) 6,153 
SC Shariah Compliant  Yes 

 

Price Performance 1M 3M 12M 

Absolute 22.3 48.0 1.4 
Relative 25.8 44.3 10.7 
  

Major shareholders 

Employees Prov ident Fund 38.4%  
Gapurna 16.7%  
Lembaga Tabung Haji 10.1%  
  

Summary Earnings Table 

FYE Dec (RM m) FY14 FY15F FY16F FY17F 

Revenue  1,515  1,602  1,746  2,013  
EBITDA  305  304  321  375  
EBIT 279  275  290  342  
Profit Before Tax  122  156  205  262  
Core PATAMI 54  78  118  149  
vs Consensus (% )  107  101  115  
Core EPS (sen) 3.0  4.4  6.6  8.3  
P/E (x) 39.4  27.3  17.9  14.3  
Net DPS (sen) 2.5  1.1  1.7  2.1  
Net DY (% ) 2.1  0.9  1.4  1.8  
BV per share 1.11  1.14  1.19  1.26  
P/B (x) 1.1  1.0  1.0  0.9  
ROE (% ) 2.9  3.9  5.7  6.8  
Net Gearing (% ) 153  144  146  148  
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Figure #1 SOP valuation for MRCB 

  

Construction - FY16 earnings 51               15               769             0.33            

Property development - NPV of profits 10% 1,708           0.72            

Property investment - Book value 683             1.2              820             0.35            

Eastern Dispersal Link - FCFE 10% 581             0.25            

Stake in MRCB-Quill REIT at RM1.34 TP 886             31% 276             0.12            

Firm value 4,154           1.76            

Add: Cash proceeds from warrants 1,326           0.56            

Less: Net debt (ex Sukuk) (1,452)          (0.61)           

Equity value 4,028           1.70            

Sum of Parts RM m 
PE (x) / 

WACC

Value to 

MRCB

FD Per 

Share
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Figure #2 Peer comparison 

Stock 
Mkt Cap 
(RM m) 

Price 
(RM) 

Target 
(RM) 

Rating FYE 
P/E P/B 

ROE (T1) 
Yield 
(T1) CY15 CY16 T1 T2 

Gamuda 10,778 4.48 5.01 BUY July  15.4 15.3 1.7 1.6 10.7%  2.6%  

IJM 11,576 3.24 3.92 BUY Mar 20.7 17.5 1.3 1.3 6.8%  2.0%  

WCT 1,576 1.32 1.41 HOLD Dec 21.4 11.8 0.7 0.7 3.3%  1.9%  

MRCB 2,644 1.48 1.36 BUY Dec 33.9 22.3 1.3 1.2 3.9%  0.7%  

Edgenta 2,652 3.26 4.14 BUY Dec 14.8 12.0 2.1 2.0 14.9%  3.4%  

SunCon 1,655 1.28 1.35 HOLD Dec 14.4 13.3 4.3 3.5 30.8%  2.4%  

Mudajaya 608 1.13 0.99 HOLD Dec 403.2 12.8 0.6 0.5 0.1%  0.0%  

Eversendai 635 0.82 1.10 BUY Dec 12.2 7.8 0.7 0.6 5.5%  1.6%  

Kimlun 397 1.32 1.40 HOLD Dec 7.8 7.6 0.9 0.8 12.1%  2.6%  

Hock Seng Lee 1,039 1.89 1.75 HOLD Dec 13.5 12.9 1.6 1.4 12.3%  1.5%  

Mitrajaya 770 1.20 1.95 BUY Dec 9.6 8.0 1.7 1.5 19.1%  3.6%  

SCable  542 1.71 2.57 BUY Dec 12.4 9.9 1.6 1.5 14.0%  2.4%  

Average      48.3 12.6 1.5 1.4   

HLIB estimates  

Note: T1 refers to most immediate forecast year, T2 refers to the year after T1  
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Financial Projections for MRCB

Balance Sheet Income Statement

FYE Dec (RM m) FY13 FY14 FY15F FY16F FY17F FYE Dec (RM m) FY13 FY14 FY15F FY16F FY17F

Cash 603            661            749            551            339            Revenue 941            1,515         1,602         1,746         2,013         

Receivables 1,182         1,326         1,328         1,446         1,666         EBITDA 28              305            304            321            375            

Inventories 8                43              22              24              28              EBIT 11              279            275            290            342            

PPE 38              229            222            215            207            Net finance cost (124)          (133)          (146)          (146)          (145)          

Investment properties 857            813            854            895            936            Associates & JV 5                (24)            28              61              65              

Others 3,914         3,971         3,987         4,209         4,452         Profit before tax (108)          122            156            205            262            

Assets 6,603         7,042         7,163         7,341         7,629         Tax (12)            (53)            (32)            (36)            (49)            

-            -            -            -            -            Net profit (121)          69              124            169            213            

Debts 3,510         3,691         3,700         3,674         3,654         Discontinued ops 5                16              -            -            -            

Payables 1,021         1,115         1,145         1,256         1,446         Minority interest 9                (31)            (46)            (51)            (64)            

Others 335            172            172            172            172            PATMI (core) (107)          54              78              118            149            

Liabilities 4,866         4,977         5,017         5,102         5,272         Exceptionals (2)              99              -            -            -            

-            -            -            -            -            PATMI (reported) (109)          153            78              118            149            

Shareholder's equity 1,675         1,985         2,044         2,133         2,244         

Minority interest 61              79              102            107            112            Valuation & Ratios

Equity 1,737         2,065         2,146         2,239         2,356         FYE Dec (RM m) FY13 FY14 FY15F FY16F FY17F

Core EPS (sen) (6.0)           3.0             4.4             6.6             8.3             

Cash Flow Statement P/E (x) n.m. 39.4           27.3           17.9           14.3           

FYE Dec (RM m) FY13 FY14 FY15F FY16F FY17F EV/EBITDA (x) 166.4         15.5           15.5           14.7           12.6           

Profit before taxation (108)          122            156            205            262            DPS (sen) 0.9             2.5             1.1             1.7             2.1             

Depreciation & amortisation 17              26              30              31              33              Dividend yield 0.8% 2.1% 0.9% 1.4% 1.8%

Changes in working capital 908            (605)          48              (9)              (33)            BVPS (RM) 0.94           1.11           1.14           1.19           1.26           

Taxation (12)            (53)            (32)            (36)            (49)            P/B (x) 1.3             1.1             1.0             1.0             0.9             

Others (762)          332            -            -            -            

CFO 43              (178)          202            191            212            EBITDA margin 3.0% 20.2% 19.0% 18.4% 18.6%

EBIT margin 1.2% 18.4% 17.1% 16.6% 17.0%

Net capex 167            (66)            (65)            (65)            (65)            PBT margin -11.5% 8.0% 9.7% 11.8% 13.0%

Others (464)          82              (13)            (278)          (310)          Net margin -11.4% 3.6% 4.9% 6.8% 7.4%

CFI (297)          15              (78)            (343)          (375)          

-            -            -            -            -            ROE -6.9% 2.9% 3.9% 5.7% 6.8%

Changes in borrowings 186            180            9                (26)            (19)            ROA -1.7% 0.8% 1.1% 1.6% 2.0%

Issuance of shares 377            185            -            -            -            Net gearing 173.5% 152.6% 144.4% 146.4% 147.7%

Dividends paid (17)            (17)            (45)            (19)            (30)            

Others (381)          (187)          -            -            -            Assumptions

CFF 165            162            (35)            (46)            (49)            FYE Dec (RM m) FY13 FY14 FY15F FY16F FY17F

Contracts secured n.a. n.a. 500            800            800            

Net cash flow (89)            (0)              88              (198)          (211)          Property sales n.a. n.a. 700            800            800            

Forex -            -            -            -            -            

Others 49              58              -            -            -            

Beginning cash 644            603            661            749            551            

Ending cash 603            661            749            551            339             
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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, inve stors 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 conven ience.  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. 
 
1. As of 13 November 2015, Hong Leong Investment Bank Berhad has proprietary interest in the 
following securities covered in this report: 
(a) -. 
 
2. As of 13 November 2015, the analyst, Jeremy Goh, who prepared this report, has interest in 
the following securities covered in this report: 
(a) -. 
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Equity rating definitions   

BUY Positiv e recommendation of stock under cov erage. Ex pected absolute return of more than +10% ov er 12-months, w ith low  risk of sustained dow nside. 
TRADING BUY Positiv e recommendation of stock not under coverage. Ex pected absolute return of more than +10% ov er 6-months. Situational or arbitrage trading opportunity . 
HOLD Neutral recommendation of stock under cov erage. Ex pected absolute return betw een -10% and +10% ov er 12-months, w ith low  risk of sustained dow nside. 
TRADING SELL Negativ e recommendation of stock not under coverage. Ex pected absolute return of less than -10% ov er 6-months. Situational or arbitrage trading opportunity . 

SELL Negativ e recommendation of stock under cov erage. High risk of negativ e absolute return of more than -10% ov er 12-months.  
NOT RATED No research cov erage and report is intended purely  for informational purposes.  

 
Industry rating definitions   

OVERWEIGHT The sector, based on w eighted market capitalization, is ex pected to hav e absolute return of more than +5% ov er 12-months. 
NEUTRAL The sector, based on w eighted market capitalization, is ex pected to hav e absolute return betw een –5% and +5% ov er 12-months. 
UNDERWEIGHT The sector, based on w eighted market capitalization, is ex pected to hav e absolute return of less than –5% ov er 12-months. 

 


