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Mah Sing Group Bhd

acquisition of 88.7 acres of land in Puchong which they
acquired through MS Lakecity last year. This will
entitled the vendor to keep the 1% or approximately
RM6.6 million of the deposit paid as commitment fee
and agreed liquidation damages and thus, to return the
balance 9% or RM59 million to Mah Sing within 60 days
after the rescission of the SPA. To recap, the land was
supposed to be developed over a period of 10 years
with expected GDV of RM9.3 billion with first revenue
contribution estimated to commence in 2016. As the
contract has ended, approximately RM256.2 million the
cash earmarked for the part payment of the acquisition
of the Puchong land (from rights issues with warrant
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gross proceed of RM629.3 million) will be relocated to other potential land acquisition and/or
property development activities, should opportunity arises. We believe this would not stop Mah
Sing from expanding its land-bank to improve its market positioning and earnings sustainability.

e  Property sales. Revenue from property development expanded by 19% to RM1.4 billion compared
to RM1.2 billion in 1H14, due to higher work progress and sales from the Group’s on-going
development projects such as the Icon City in PJ, M City in Jalan Ampang, M Residence1&2 in
Rawang and Southville City in Bangi. As such, operating profit increased 8.4% to RM232.3 million
in TH15 from RM214.2 million in 1H14. Mah Sing managed to rake-in RM961.4 million in property
sales in 1H15 (YTD 31 July 2015 sales: RM1,063.3 million); accounting for 42% of Mah Sing’s
internal target of RM2.3 billion for FY15, on the back of RM853.5 million in property launches.
The bulk of sales came from Southville City (26%), D’sara Sentral (15%), other Klang Valley (33%),
and Lakeville Residence (17%) that cumulatively accounted approximately RM879.2 million or
91% of its sales with RM76.1 million or 8% from Johor and the remaining from Penang and Sabah.
The increase in sales have lifted Mah Sing’s total unbilled sales to RM4.8 billion, 2x of FY14
property revenue of RM2.6 billion, with the remaining GDV from their projects stood at RM59.59
billion.

e Unbilled sales. Without the Puchong land, Mah Sing total land-bank stands at 2,546 acres with
the balanced GDV and unbilled sales amounting to RM26.4 billion and RM4.8 billion respectively,
1.08x of FY14 property revenue of RM2.6 billion. We are of the view that the figure could grow
further as Mah Sing has been on the lookout for strategic landbank for quite some time. The
remaining undeveloped landbank of 2,546 acres or equivalent to GDV of RM26.4 billion can
sustain and keep them busy until the next 6 to 8 years which will be the right potent mix for
earnings sustainability. Furthermore, ample cash in hand totalling approximately RM1.54 billion
can give them strong foothold to continue growing and expanding its plan, should opportunity
arises.

e Outlook. We remain confident on Mah Sing although business environment is expected to be
more challenging moving forward as no strong catalyst is seen able to excite the sector in the
near term; given the current hiccups for property buyers in local market, impacted by 1) cooling
measure - i.e. shorter maximum loan tenure, ban of DIBS, loan application based on net income
and lower loan-to-value ratio; 2) GST implementation - higher cost of doing business; and 3)
higher real property gains tax (RPGT) - dent to upgrader and property investors. We are of the
view that its strong portfolios of projects with remaining GDV of RM26.4 billion and remaining
undeveloped landbank of 2,546 acres would provide earnings and growth visibility for at least
the next 6 to 8 years. Strong unbilled sales position of RM4.8 billion and 7 months YTD sales of
RM1.06 billion would drive the Group’s recurring and stable earnings. The strong cash position
will also give them strong foothold to continue growing and expanding.

e Maintain earnings forecast for now. We are of the view that the slowdown and uncertainties in
the global economic could or may hit property market sentiment sooner or later as the cost of
doing business would increase and thus, may incur cost over-run. This may be added with a risk
of weaker-than expected property sales. Although property sector is facing a soft environment at
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the back of lack new fresh catalyst, we are still banking on Mah Sing Berhad (Mah Sing),
convinced by its 1) continued focus on affordable segment in hotspot area, 2) solid unbilled
sales, 3) strong and consistent earnings growth record, and 4) potential future land-banking
exercise. As such, we maintained our earnings forecast for FY15 and FY16 of RM374 million and
RM425 million respectively supported by i) overwhelming reception on its project; and ii)
enormous GDV and unbilled sales that could spice up and sustain its financial performance in the
next few years.

e Valuation. Following the exclusion of the Puchong land, our target price is reduced to RM1.34
(from RM1.63) premised on 20% discount on its RNAV of RM1.68 and hence, Mah Sing has been
downgraded to a HOLD.

Table 1: Results Analysis

| FYE30Dec RMm) | 2Q14 | 1Q15 | 2015 | qo-q | y-o-y | 1H14 | 1HI5 | y-oy |

< Revenue 705.0 784.1 780.5 -0.5% 10.7% | 1,347.2  1,564.6 @ 16.1%
EBIT 114.9 130.0 116.4 -10.5% 1.3% 226.1 246.4 9.0%
Pretax profit 114.9 130.4 117.2 -10.2% 2.0% 226.3 247.6 9.4%
Taxation -27.9 -32.6 -27.2 -16.4% -2.6% -55.7 -59.8 7.4%
Net Profit 87.1 98.9 90.5 -8.5% 3.9% 170.8 189.4 10.8%
EPS (sen) 4.53 4.10 3.76 -8.5% -17.1% 8.92 8.34 -6.5%
Net gearing (x) 0.22 N. Cash | N. Cash 0.36 N. Cash
EBIT margin (%) 16.3 16.6 14.9 16.8 15.7

z PBT margin (%) 16.3 16.6 15.0 16.8 15.8
Net margin (%) 12.3 12.6 11.6 12.7 12.1

Source: Bloomberg, M&A Securities

Table 2: Sales Achievement

(RM million) Sales Launches
Greater KL 879.2 786.3
Penang 3.3 -
Johor 76.1 67.2
Sabah 2.7 -
Group Total 961.3 853.5

Source: Company, M&A Securities
Source: Bloomberg, M&A Securities
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Table 3: Mah Sing’s RNAV
Name Stake Land Size Land Size Price  Market Value
(acre) (sq ft) (RM) (RM mil)

Integrated Development & Residential
Greater KL & Fringes:

Hijauan Residence, Cheras 100% 25 1,089,000 50.00 54.5
Aman Perdana, Bukit Raja 100% 54 2,352,240 25.00 58.8
Garden Residence, Cyberjaya 100% 13 566,280 60.00 34.0
Perdana Residence 2, Selayang 100% 4 174,240 50.00 8.7
Bayu Sekamat, Kajang 100% 3 130,680 80.00 10.5
M-Residence 1 @ Rawang 100% 134 5,837,040 25.00 145.9
M-Residence 2 @ Rawang 100% 53 2,308,680 25.00 57.7
Southville City @ KL South, Bangi 100% 380 16,552,800 60.00 993.2
Star Residence, Subang 100% 3 130,680 200.00 26.1
Icon City, Petaling Jaya 100% 10 435,600 1,000.00 435.6
D'sara Sentral, Sg Buluh 100% 4 174,240 500.00 87.1
Lakeville Residence 100% 5 217,800 350.00 76.2
M-Residence 3 @ Rawang 100% 97 4,225,320 25.00 105.6
SSASS Golf Course 100% 85 3,702,600 88.00 325.8
Johor:

Sri Pulai Perdana 100% 53 2,308,680 22.00 50.8
Austin Perdana 100% 28 1,219,680 22.00 26.8
Sierra Perdana 100% 82 3,571,920 22.00 78.6
Sri Pulai Perdana 2 100% 11 479,160 22.00 10.5
Bandar Meridin East, Plentong 100% 1,352 58,893,120 20.00 1,177.9
Mah Sing i-Parc [Industrial] 100% 59 2,570,040 22.00 56.5
Penang:

Legenda @ Southbay 100% 7 304,920 300.00 91.5
Icon Residence, Georgetown 100% 3 130,680 300.00 39.2
Ferringhi Residence 100% 47 2,047,320 150.00 307.1
Southbay City 100% 26 1,132,560 400.00 453.0
KK Sabah:

Sutera Avenue 100% 2 87,120 300.00 26.1
KK Convention Centre 51% 8 348,480 300.00 53.3
Plastic segment 100% RM11.3 (PBT) 11x PE 124.3
Revised Asset Value 4,915.5
Net Debt (FY14) -869.0
Enlarged number of shares (mil) 2,409.4
RNAV / Share 1.68
Discount to RNAV 20%
Fair Value 1.34

Source: M&A Securities, Bursa Malaysia

Research Team
research@mna.com.my
03-22821820 ext. 257, 229, 221, 249, 258



Results Review - Mah Sing Group Bhd
|

Table 4: Financial Summary

YE: Dec (RM million) 2012 2013 2014 2015F 2016F

Revenue 1,766 1,994 2,905 3,055 3,494
EBIT 354 448 453 535 610
PBT 316 372 455 499 559
Net profit 231 281 339 374 425
EPS (sen) 9.6 11.6 14.1 15.5 17.7
Pre-tax margin 18% 19% 16% 16% 16%
Net profit margin 13% 14% 12% 12% 12%
PER (x) 15.3 12.5 10.4 9.4 8.3
P/BV (x) 1.4 1.2 1.0 1.0 0.9
ROE 20% 18% 16% 13% 11%
ROA 7% 7% 7% 6% 6%
Dividend (RM) 0.05 0.07 0.06 0.05 0.05
Dividend Yield 3.6 5.0 4.1 3.2 3.6

Source: Bursa Malaysia, M&A Securities

Table 5: Peers Comparison

Company Price EPS (RM) P/E (x) P/B (x)

FYE

0

SP Setia Oct 2.99 0.24 0.30 14.1 11.3 1.4 NA 7.0 3.4 NR NR
Mah Sing Dec 1.46 19.80 @ 21.20 7.4 6.9 1.6 1.5 13.0 3.9 1.34  hold
UEM Sunrise Dec 0.78 0.09 0.10 11.5 10.8 0.8 NA 7.6 2.8 NR NR
Eco World Oct 1.21 0.03 0.06 53.3 26.2 1.5 1.4 2.5 NA NR NR
Glomac Apr = 0.76 0.10 0.13 9.7 7.2 0.8 0.7 8.8 5.2 NR NR
Crescendo Jan 1.88 0.22 0.27 10.3 8.4 0.6 0.7 15.3 5.3 NR NR
101 Properties Jun 1.88 0.14 0.18 14.8 10.9 0.6 0.6 8.3 3.9 NR NR
MKH Dec | 2.00 0.32 0.45 7.7 5.4 1.0 0.9 11.7 3.3 NR NR
Tropican Corp. Dec @ 0.85 0.09 0.11 11.4 9.5 0.5 0.5 11.8 3.8 NR NR
LBS Bina Dec 1.31 0.16 0.15 10.3 11.0 0.7 NA 7.5 2.0 NR NR
E&O Mar 1.49 0.12 0.14 14.9 12.6 1.5 1.3 7.0 1.5 NR NR
Average 1.79 1.94 14.5 10.7 1.0 0.9 9.9 3.4

Notes: FY1 is the current FY estimate
Source: Bloomberg, M&A Securities

Research Team
research@mna.com.my
03-22821820 ext. 257, 229, 221, 249, 258



Mah Sing Share Price vs. KLCI
(YTD Performance)

10.0 ~

5.0 1

0.0 - e

5.0 A

-10.0 A

-15.0 A

-20.0 -
§583555588533%
TReY g eN g 2R g

Bursa Property Index —— MSGB

Research Team
research@mna.com.my
03-22821820 ext. 257, 229, 221, 249, 258

RM Million

Results Review - Mah Sing Group Bhd

4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000

500

Revenue and Net Profit

(FY12-FY16F)

- 16%
- 14%
- 12%
- 10%
- 8%
- 6%
- 4%
- 2%

‘m '®m 'm'‘®mH 'R

2012 2013 2014 2015F 2016F

Revenue mmmmNet profit

Margin

Net Profit Margin



Results Review - Mah Sing Group Bhd
|

M A Securities

STOCK RECOMMENDATIONS

BUY Share price is expected to be >+10% over the next 12 months.

TRADING BUY  Share price is expected to be >+10% within 3-months due to positive newsflow.
HOLD Share price is expected to be between -10% and +10% over the next 12 months.
SELL Share price is expected to be >-10% over the next 12 months.

SECTOR RECOMMENDATIONS

OVERWEIGHT  The sector is expected to outperform the FBM KLCI over the next 12 months.
NEUTRAL The sector is expected to perform in line with the FBM KLCI over the next 12
months.

UNDERWEIGHT The sector is expected to underperform the FBM KLCI over the next 12 months.

DISCLOSURES AND DISCLAIMER

This report has been prepared by M&A SECURITIES SDN BHD. Readers should be fully aware that this
report is for informational purposes only and no representation or warranty, expressed or implied is
made as to the accuracy, completeness or reliability of the information or opinion contained herein.
The recommendation and opinion are based on information obtained or derived from sources
believed to be reliable.

This report contains financial forecast/projection based on our assumptions which may defer from
the actual financial results announced by the companies under coverage. All opinions, estimates and
assumptions are subject to change without notice. Analysts will initiate, update and cease coverage
solely at the discretion of M&A SECURITIES SDN BHD.

Investors are to be cautioned that value of any securities invested may fluctuate from time to time.
We advise investors to seek financial, legal and other advice for investing based on the
recommendation of our report as we have not taken into account each investors’ specific investment
objectives, risk tolerance and financial position.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. M&A SECURITIES SDN BHD can accept no liability for any consequential loss or
damage whether direct or indirect. Investment should be made at investors’ own risks.

M&A SECURITIES SDN BHD and INSAS GROUP of companies, their respective directors, officers,
employees and connected parties may have interest in any of the securities mentioned and may
benefit from the information herein. M&A SECURITIES SDN BHD and INSAS GROUP of companies and
their affiliates may provide services to any company and dffiliates of such companies whose
securities are mentioned herein. This report may not be reproduced, distributed or published in any
form or for any purpose.

M & A Securities SdnBhd (15017-H)
(A wholly-owned subsidiary of INSAS BERHAD)
A Participating Organisation of Bursa Malaysia Securities Berhad

Principal Office:

Level 1,2,3 No.45 & 47,43-6

The Boulevard, Mid Valley City,

Lingkaran Syed Putra,

59200 Kuala Lumpur
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Website: www.mnaonline.com.my
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