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Media Chinese International

publishing and printing segment as revenue declined by
11% y-o-y in Malaysia and North America to RM926 and
RM87 million respectively in FY15 due to 1) impending
implementation of GST that resulted in lower
advertising revenue and soft consumer sentiment in
Malaysia 2) slow economy in North America region and
3) the weakening of Canadian dollar. On the travel
segment, revenue declined to RM318 million (-3% y-0-y)
due to poor performance in the North America
operation due to intense competition in tours to China.
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Furthermore, 4Q15 revenue plunged to RM369 million (-13% y-o0-y,-13% g-0-q) hammered by the
poor contribution from both print (-35% y-0-y) and travel (-7% y-o-y) segment.

e Bottom line. FY15 PBT fell to RM175 million or shedding by 31% y-o-y due to impairment loss of
goodwill and impairment loss of interest in associate of RM19 million and RM7 million. 4Q15 net
profit contracted to RMé million (-85% q-0-q, -83% y-o-y) pounded by the drop in PBT during the
quarter, as HK/China print media segment’s PBT dropped to a net loss of RM4 million from RM48k
in 1Q14 due to weak magazine advertising market as advertisers tightened their advertising and
promotion spending which resulted into lower contribution coupled with the impairment loss of
goodwill amounted to RM1.3 million.

e Outlook. To combat weak sentiment in the media sector, the group has revamped its print segment
by altering the publications circulation frequencies of its four newspapers to reflect the weak
consumer sentiment. In addition, the GST implementation may contribute to weak adex in line with
cautious consumer spending. Nevertheless, the up the up-coming SEA Games (5th -16th June) and
Rio Olympic Games in FY16 could lend hands to the adex and hence, we foresee that 1Q16 adex
could offset the weak consumer sentiment.

e Change to forecast. We have done some house-keeping exercise and came-out with new FY16 and
FY17 earnings forecast. Hence, we have cut our FY16 and FY17 earnings by 15% due to challenging
year and poor consumer sentiment for the media sector. Nevertheless, we estimate that FY16
earnings will be lower than FY14 but FY17 earnings are expected to gain by 2% y-0-y boosted by Rio
2016 Olympic Games.

e Valuation and Recommendation. We derive a new target price on MCIL of RM0.63 and the stock is

a HOLD pegged at 3 years average PER of 7x underpinned by 1) the attractive net dividend yield of
6% in FY16 and FY17 respectively

Table 1: Peers Comparison

Call

Compan Year | Price EPS (sen) P/E (X) P/B (X) 1{0]3
pany Ended | (RM) (%)
FY15 | FY16 | FY15 | FY16 | FY15 | FY16
14 15 11

Media Prima Dec 1.61 11 1.1 1.1 4.1 10.0 1.80 Hold

Astro Jan 3.14 13 15 24 20 22.9  25.3 | 79.5 2.9 3.39  Hold
MCIL Mar 0.62 6 6 9 8 2.2 2.0 19.1 5.6 0.72 Hold
Star Dec 2.46 20 21 13 12 1.7 1.4 12.0 3.5 2.47 | Hold
Average 13 14 14 13 7.0 7.5

Source: Bloomberg, M&A Securities
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Table 2: Earnings Forecast

YE: March (RM million) FY13 FY14 FY15 FY16F FY17F

Revenue 1,560 1,531 1,589 1,531 1,530
EBIT 263 252 208 211 210
PBT 252 224 176 197 196
Net profit 185 158 115 139 142
EPS (sen) 11 9 7 9 9
Pre-tax margin 16% 15% 15% 13% 13%
Net profit margin 12% 10% 10% 9% 9%
PER (x) 10 9 8 9 9
P/BV (x) 2.8 2.2 1.5 1.4 1.3
DPS (sen) 5.2 4.8 4.6 4.0 4.1
Div Yield 5% 5% 6% 6% 6%
ROA 11% 11% 10% 9% 9%
ROE 18% 18% 19% 16% 15%

Source: Company, M&A Securities

Table 3: Results Highlight

YE: March (RM million) m 4Q14 | 3Q15 m 12M15 | 12M14 -
368 =

Revenue 321 369 -13% 1,589 1,736 -8%
EBIT -43% -38% 208 286 -27%
PBT 21 48 54 -60% -55% 176 254 -31%
Taxation -16 -15 -15 4% 5% -61 -71 -15%
Net Profit 6 33 37 -85% -83% 115 182 -37%
EPS (sen) 1 2 2 -75% -71% 7 11 -35%
EBIT margin 1% 15% 16% 13% 16%
PBT margin 7% 13% 15% 11% 15%
Net profit margin 2% 9% 10% 7% 11%
Effective tax rate -74% | -31% -28% -35% -28%

Source: Company, M&A Securities

Table 4: Segmental Result

YE: March (RM million) 4Q15 4Q14 12M15 12M14 -

Revenue

Print Malaysia 207 244 -15% 926 1046 -11%
Print HK/China 54 57 -5% 258 265 -3%
Print North America 20 24 -15% 87 98 -11%
Travel 40 44 -7% 318 327 -3%
PBT

Print Malaysia 34 47 -27% 179 246 -27%
Print HK/China (4) 0 -8408% 17 24 -27%
Print North America 0 2 -75% 1 4 -70%
Travel (2) (2) -9% 14 16 -11%

Source: Company, M&A Securities
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MCIL Share Price vs. KLCI Net Profit vs Revenue
(Jan FY14-YTD) (FY12-FY16F)
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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 affiliates of such companies whose
securities are mentioned herein. This report may not be reproduced, distributed or published in
any form or for any purpose.
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