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Investment summary 

Dijaya Corp may be an overlooked and under-researched company, but its products and brand 

names are very well known in the property fraternity. 

The developer is synonymous with Tropicana Golf & Country Resort, one of the Klang Valley’s most 

sought after addresses; Damansara Indah Resort Homes, Tropicana City and a number of premium 

condominiums carrying the “Casa” brand name. The company has a land bank totaling 873.7 acres 

in the Klang Valley, Penang and Perak. 

Dijaya’s property products command a premium. However, its shares are trading at a very steep 

discount instead – not only to its listed peers, but also relative to its underlying assets, which are 

already understated to begin with.

Indeed, Dijaya is shaping up to be one of the property sector’s cheapest stocks — both from an 

asset valuation and earnings basis. 

The stock trades at attractive single digit P/E valuations of just 7.2 and 4.2 times 2008-09 earnings. 

Earnings are expected to rise 19% in 2008 and 73% in 2009, boosted by an aggressive pipeline of 

launches and the start of recurring rental streams in 2009 from Tropicana City.

At RM1.37, the stock trades at a significant 37% discount to its historical book value of RM2.16 as 

at end-2006, which itself is severely understated due to low land costs. Plus, the company is also 

cash-rich – unusual for developers – with net cash of RM61.7 million, or a significant 23.8 sen per 

share. 

The land it owns in Tropicana and Damansara Indah are stated at just RM10.54 per square foot 

(psf ) and RM10.15 psf, respectively, in its books. Current market values are RM130-150 psf. We 

estimate Dijaya’s RNAV at RM4.09 per share – three times the current share price.  

Dijaya plans to launch RM840 million worth of projects in the first half of 2008 alone, in Tropicana 

and Sungei Buloh. That’s 4.7 times the entire revenue of RM178 million for 2006. 

Plus, its RM800 million joint venture project in Hyderabad, India should kick off in 2Q2008, with 20-

25% profit margins over five years. From 2009 onwards, Dijaya will enjoy recurring income from 

the mall and office tower in Tropicana City. Additional projects are also planned for Damansara 

Indah, Tropicana and Casa Damansara, which we have not factored in yet.  

While Dijaya’s shares may be overlooked by investors for now, we think this will gradually change 

as the company turns more aggressive and earnings momentum accelerate. We are now at the 

threshold of this potentially exciting transformation. In our opinion, Dijaya’s exceedingly low 

valuations are unjustified and will prove difficult for investors to ignore for too long. 

Over the longer-term, we believe the stock should trade to at least its book value, which we project 

will rise to RM2.76 by end-2009. At that price, the stock will be trading at a reasonable 8.4 times 

2009 earnings, and still 33% below our estimated RNAV of RM4.09. This suggests patient investors 

with a 2-3 year time horizon could potentially double their money. BUY.



3 Dijaya Corporation Berhad

Background 

Listed since 1992, Dijaya Corp is a Klang Valley based property developer. Corporate tycoon Tan Sri 

Danny Tan Chee Sing owns a 63.1% stake in the company. Management lies in the capable hands 

of managing director Tong Kien Onn and his team. 

While property development is its core business, Dijaya also has a 33% stake in Tenaga Kimia, 

which manufactures explosives products. Tenaga Kimia reported net profit of RM5.4 million in 

2006 and was originally destined for a Second Board listing in 2006. Although the listing has since 

been deferred, any move to list it in the future will surface additional value for Dijaya. 

Corporate structure

Dijaya Corporation

Property Development Manufacturing

Tropicana Golf 
& Country Resort 
(100%)

Tenaga Kimia (33%)

Dijaya Land (100%) 
Tropicana City & Casa  
Damansara projects

Damansara Impian (70%) 
Damansara Indah project

Aspek Analisa (100%) 
Fortune Park project

Dijaya-Malind Properties, India  
(effective 53.3% stake) 
Hyderabad joint venture
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Business overview 
Dijaya is synonymous with the development of the Tropicana Golf & Country Resort in Petaling 

Jaya, Selangor. Its other projects include the adjoining Damansara Indah Resort Homes, Tropicana 

City, Casa Damansara and Damansara Intan Business Park – all in Petaling Jaya. 

As at end-2006, the company has a land bank totaling 873.7 acres. Of this, 321.3 acres are in 

the prime Damansara-Tropicana area in Petaling Jaya, Selangor, 24.5 acres in Sungei Besi, Kuala 

Lumpur, 10.9 acres in Bukit Mertajam, Penang and 517 acres of agriculture land in Tanjung Malim, 

Perak. 

Dijaya is increasing its land through joint ventures with landowners, which reduces risks and costs. 

Through such joint ventures, it now has access to another 20.8 acres in Sungei Buloh, Selangor and 

25.4 acres in Hyderabad, India. 

While Dijaya is stepping up property launches aggressively in the coming months, its property 

investment division will also take greater importance from 2009 onwards when the shopping mall 

and office tower at Tropicana City – which will be retained for rental – are completed. 

Dijaya’s land bank 

Development Land area (acres)

Tropicana Golf & Country Resort 259.6

Damansara Indah Resort Homes 50.8

Tropicana City 10.2

Penchala, Petaling Jaya 0.8

Sungei Besi, Kuala Lumpur 24.5

Bukit Mertajam, Penang 10.9

Tanjung Malim agriculture land, Perak 517.0

Total  873.7

Joint venture – Sg Buloh 20.8

Joint venture – India  25.4

Grand total  919.9

Projects planned for launch in 2008-09

Development GDV (RMm) Tentative launch 

Tropicana Grande condos 390  1Q08

Tropicana Avenue shop-offices 210  1Q08

Sungei Buloh shophouses 240  3 phases in 2008, starting 1Q08

Hyderabad, India 800  Over 5 years, Ph 1 RM40-50m in 2Q08

Third & final Tropicana project N/A * Late 2008-early 2009

Casa Damansara 3 N/A * Late 2008-early 2009

Damansara Indah Lifestyle center N/A * Early 2009

N/A = not available as plans not finalized yet 
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Major property projects 

Tropicana Golf & Country Resort, Petaling Jaya 
Launched in the early 1990s, Tropicana Golf & Country Resort was one of the Klang Valley’s first 

and most prestigious gated residential-resort developments. Built around a 27-hole golf course, 

the 625-acre development comprises 497 bungalow lots and over 3,800 residential units. 

All previously launched and completed units at Tropicana have been fully sold. Construction is 

currently ongoing for Casa Tropicana, which is 80% sold. The development comprises 1,217 units 

of mid-priced condominiums ranging from 1,000 to 1,500 sq ft. 

Future projects – Tropicana Grande & Avenue 
Dijaya has about 20 acres left for development at Tropicana, excluding the golf course. These are 

among the resort’s most prime plots, and will be used for higher margin, premium products. The 

company is planning to launch three projects on this land – Tropicana Grande and Tropicana 

Avenue – both in the first quarter of 2008, and a third yet to be determined project. 

Located on 5.2 acres, Tropicana Grande will comprise of 241 condominiums with a large built-up 

space of 2,500-4,500 sq ft, housed in two 35-36 storey tower blocks. The units will boast private 

lifts, golf course views and some even with private swimming pools. Indicative pricing is at RM450-

RM500 psf, with total gross development value (GDV) of RM390 million. 

Location aside, Tropicana Grande will also appeal to a new niche market – the high-end premium 

and large condominium market. There is a scarcity of such products in the Petaling Jaya and 

Tropicana-Damansara areas, where most units are in the 1,200-1,400 sq ft mid-market range. 

There is a growing trend towards larger sized condominiums, as evidenced by strong take-up rates 

for similar ones in the Mont’Kiara area launched by Sunrise Berhad. Demand is coming from not 

just upgrading families, but also those shifting out from bungalows and landed homes, who prefer 

a large living space, but with the added amenities and secured environment of a condominium.  

Dijaya will also launch Tropicana Avenue in 1Q2008, which comprises three blocks of 9 and 11 

storey shop offices on 7 acres of land, with GDV of RM210 million. This project fronts the Casa 

Tropicana and Damansara Indah entrances, and boasts high visibility and traffic. indicative pricing 

is set at RM300-350 psf for the office space, and RM600-700 psf for the shops. 
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Damansara Indah Resort Homes, Petaling Jaya 
Adjoining Tropicana is Damansara Indah Resort Homes, which centers around the 18-hole Seri 

Selangor Golf Club. 

This 409-acre development has over 2,000 residential units of bungalows, semi-detached, terrace 

houses and apartments, offering a wider choice in terms of products and pricing. Current ongoing 

developments here include Villa Green and Casa Indah 2. 

Villa Green comprises 86 three-storey semi-detached homes with a large built-up space of around 

6,200 sq ft and land area of under 5,000 sq ft. Priced from RM1.8 million, they set a new pricing 

benchmark for semi-detached homes in Petaling Jaya. Despite the high price tag, they are presently 

70% sold and construction is progressing with completion due by end-2008.  

Casa Indah 2 was launched following the success of the sold-out and completed Casa Indah 1. The 

project has 352 condominium units in two high-rise and two low-rise blocks, with GDV of RM105 

million. Units range from 1,160 to 1,519 sq ft, priced at around RM280 psf. The first two blocks were 

launched in late 2006 and the other two in Oct 2007. The project is over 70% sold. 

Dijaya still has around 50 acres of land left at Damansara Indah, which will be developed over the 

next 2-3 years. Future plans here include a 14-acre commercial development fronting a lake, with 

500 serviced apartments and retail space. This project is expected to be launched sometime in late 

2008 or early 2009. As details are still sketchy, they have not been factored into our forecasts yet. 

Tropicana City, Petaling Jaya 
Tropicana City will emerge as Dijaya’s new signature project once it is completed in 2009. 

Tropicana City will be an integrated commercial, retail and residential development comprising a 

4-storey shopping mall (Tropicana Mall) with 416,217 sq ft of lettable space, a 12-storey 105,000 

sq ft office tower and the 601-unit, 29-storey Tropics Designer Suites condos, all presently under 

construction. The mall will be completed by mid-2008 and the other components in 2009. 

The project is situated on 9.1 acres of prime freehold land at the crossroads of the Damansara-

Puchong (LDP) and Sprint highways near SS2 – one of the busiest and most visible highway 

intersections in Petaling Jaya. To ease accessibility, Dijaya will build a RM15 million flyover across 

the Sprint Highway. There will be seven entry and six exit points into the development.  

The enlarged Tropicana City will also incorporate the existing Casa Damansara 1 and 2 

condominiums, with a third condominium project, Casa Damansara 3, to be launched in 2008. 

It will also benefit the adjoining Dijaya-developed Damansara Intan project, which consists of 

existing office blocks plus 210 units of sold-out “Casa Suites” condominiums under construction 

(expected completion 1Q2008).

The mall will be anchored by Carrefour, which will occupy 125,000 sq ft, or 30% of its area. It will 

also feature over 200 shops and a 7-screen cineplex. 

Dijaya expects rental of RM4-25 per sq ft per month – or RM30 million a year when fully leased 

based on a conservative average of RM6 psf. Some 50% of space has so far been booked, and 

management expects to achieve 75% occupancy when the mall opens in third quarter 2008.

The Tropics Designer Suites were launched in Sept 2006, and are about 60% sold. 

The office block may either be sold or rented out for recurring income. Based on market pricing 

of RM400-500 psf, the 105,000 sq ft office block should fetch a price-tag of around RM50 million. If 

leased out at RM4 psf per month, the tower could provide recurring annual income of RM5 million. 

The mall and office tower are expected to cost a total of RM250 million. 
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Sungei Buloh shops, Selangor
In Nov 2007, Dijaya entered a joint-venture with landowner Aliran Firasat Sdn Bhd, a private 

company owned by major shareholder Tan Sri Danny Tan, to develop the latter’s commercial land 

into a shop house project with a GDV of RM240 million. 

The 20.8-acre land is very well located, fronting Jalan Kuala Selangor, the major thoroughfare that 

leads from Kepong and Kuala Lumpur to Kuala Selangor. 

The freehold land, which used to house the Malaysia Sheet Glass factory, is located in the heart of 

Sungei Buloh, Selangor, a well-established major industrial and residential surburb adjoining the 

Damansara and Kepong areas. Given the size, location, visibility and accessibility of this project, we 

expect this to emerge as a major focal commercial area for Sungei Buloh.  

Although this is a related party transaction, the terms are highly favourable for Dijaya. 

Dijaya does not need to pay for the land. It will fund the project’s development up to a maximum of 

RM40 million only, and will take a 60% share of GDV and profits, with the remaining 40% accruing 

to the landowner. The land is being valued very reasonably for the joint venture’s purposes – at its 

original book value of RM65.6 million or RM72.40 psf. 

Dijaya plans to build 241 units of 3-4 storey shop-houses on the land, priced at RM1.1 million to 

RM1.6 million each. The project is scheduled for launch in early 2008. Demand for shop-houses in 

established areas is very strong, given their high rental yields. Given the low land and construction 

costs, we estimate this project should yield high profit margins.  

Other projects in Malaysia
Dijaya’s other ongoing and future projects include:  

• Casa Kiara 2 in Mont’ Kiara, Kuala Lumpur – a 37 storey condo built in a joint venture with Sunway 

City. Comprises 206 units ranging from 1,375 to 1,574 sq ft, priced at around RM420 psf onwards. 

Completion expected in 3Q2009. 

• Fortune Park, Sungei Besi, Kuala Lumpur – comprising 380 apartments in two 22-storey blocks. 

Since the launch last year, sales have hit 70%. There are plans to build medium and low-cost 

apartments as well as four-storey shop offices on the land, which total 24 acres. 

Dijaya also has 10.9 acres of land in Bukit Mertajam, Penang and 517 acres of agriculture land 

in Tanjung Malim, Perak. There are no plans to develop them yet. The land in Tanjung Malim is 

located close to Proton City, which is being developed – albeit very slowly due to Proton’s weak 

sales problems – into the country’s automotive hub. 

Hyderabad, India 
Dijaya made its maiden overseas property foray into booming India. In Nov 2006, it signed a joint 

venture to develop a 25.4 acre piece of land in Hyderabad, the capital city of the Indian state of 

Andhra Pradesh. With a population of 6.1 million, Hyderabad is India’s sixth largest metropolitan 

area, and a major hub for information technology, biotechnology and tourism. 

Dijaya has an effective 54% stake in the project, where risks are relatively low as the land is supplied 

by the Indian landowner cum partner, Telangana Spinning & Weaving Mills Ltd. 

The land will be developed into a RM800 million residential project, dubbed Tropicana Residences, 

to be launched in April 2008. There will be six to eight blocks of 15-28 storey condominiums blocks 

and some shop offices, priced from 2,500 rupees (around RM211) psf.  

Development will span over five years, with expected gross profit margin of around 20-25%. This 

venture will provide a platform for Dijaya to expand into other parts of India. In addition, it is also 

exploring opportunities in Vietnam. 
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Key Investment Highlights 

Positive prospects for property, government incentives 
Malaysian property prices, particularly for higher-end properties, have been enjoying a strong 

upswing, helped by foreign inflows and a number of positive government incentives, notably 

the lifting of real property gains tax from April 2007 and the relaxation of Foreign Investment 

Committee (FIC) guidelines for foreign purchasers of properties costing above RM250,000. 

Starting Jan 2008, another new catalyst will further help the property market – the government’s 

decision for members of the Employees’ Provident Fund (EPF) to withdraw up to 7% of their gross 

monthly salaries to pay for their housing loan installments. This could lead to a flow of up to RM10 

billion a year from the EPF to its members, which will boost property purchases. 

There is excessive speculation in some segments of the property market, particularly in the Kuala 

Lumpur City Centre area. Nonetheless, prospects for established areas in the Klang Valley remain 

favourable. Demand here is more sustainable, driven by owner-occupiers and middle-upper 

income locals with more realistic pricing levels, rather than speculative foreign investors. 

Other positives for the property sector include a strong domestic economy (GDP growth of  around 

5.5% expected in 2008, although there are downside risks if the US economy worsens), a continued 

low interest rate regime and attractive mortgage rates, easy credit access and positive population 

demographics such as rising affluence, smaller households and continued urban shift. 

Well-located prime land bank, strong branding  
Dijaya has 321.3 acres of land in the prime Damansara-Tropicana area, including the roughly 240-

acre golf course. This is one of the largest tracks of land in the area. 

Given the scarcity and high price of land, most other developers can only undertake small niche 

projects, such as the two adjacent to Tropicana’s entrance – TA Enterprise’s Damansara Idaman 

and Mah Sing’s Damansara Legenda.  

Dijaya’s products have a strong branding, with the Tropicana and Casa developments well 

recognized by the property fraternity and buyers. Its projects enjoy good capital appreciation 

prospects, decent rental yields and are well maintained. 

Very low land costs 
Dijaya’s land bank is carried at very low costs, particularly the Tropicana and Damansara Indah 

land bank, which were acquired in the early-mid 1990s through state privatization exercises, and 

have not been revalued since then. 

As the primary developer, Dijaya has also added substantial value to the area through its projects 

and infrastructure over the past 14 years. For instance, the initial bungalow plots at Tropicana sold 

at RM35 psf in 1993 are now changing hands at RM150 psf. 

Dijaya has 259.6 acres left in Tropicana (including the golf course), carried at RM119.1 million – or 

just RM10.54 psf, compared with current market values of around RM150 psf. In Damansara Indah, 

it has 50.8 acres carried at RM22.5 million, or just RM10.15 psf – compared with current prices of 

around RM130 psf. 

The remaining Tropicana and Damansara Indah development land bank, totalling around 70 acres, 

is very valuable as it represents some of the most strategically located plots left. 

Most of the remaining Tropicana land bank is located along Persiaran Tropicana, the main 

thoroughfare leading to the Tropicana entrance. The Damansara Indah land bank includes valuable 

commercial land fronting Dataran Sunway and Persiaran Surian, the main commercial hub of the 

Kota Damansara area; as well as facing the Seri Selangor Golf Course. 
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High RNAV of RM4.09 

 Land size Net book  NBV / psf Date  Market  Market  Revaluation 

 (acres) value  (RM) acquired value psf  value surplus 

  (RM mil)   (RM) (RM mil) (RM mil)

Tropicana - golf course         239.6          110.0           10.54            110.0  

Tropicana - land for devt           20.0              9.2           10.54   150         130.7            121.5 

Tropicana - total        259.6          119.1           10.54  1990          240.7  

       

Damansara Indah          50.8            22.5           10.15  1994 120         265.4            243.0 

Tropicana City 10.2           69.7         156.78  1995 250         111.1              41.4 

Penchala, Petaling Jaya 0.8             8.3         238.49  1995 250             8.7                0.4 

Sg Besi, Kuala Lumpur 24.5             2.5            2.35  1996 30           32.0              29.5 

Bukit Mertajam, Penang 10.9             6.0           12.64  1996        12.6              6.0               –   

Tanjung Malim land 517           11.4            0.50  1995        0.50            11.4                 –   

Apartment, Bukit Tinggi  1,300 sf 0.366 NA 1997 NA             0.4                 –   

NPV of India profits                   35.6 

NPV of Sg Buloh profits                   28.9 

       

Total 873.7 239.4            806.3            500.2 

       

No of Dijaya shares                 259.6 

Surplus per share                   1.93 

NTA per share        2.16

       

RNAV per share                   4.09 

 Note: Based on statistics as at end-Dec 2006

We estimate Dijaya’s RNAV at RM4.09 – three times the current share price (see table).

We arrived at this by revaluing the remaining 20 acres left for development in Tropicana to RM150 

psf. We have not revalued the golf course. It would not be prudent to do so, since the golf course 

cannot be redeveloped, although the land cost of RM10.54 psf is far too low. 

We have also revalued the Damansara Indah land to RM120 psf, the Tropicana City and the Penchala 

land from an average of RM163 psf to RM250 psf, and Sungei Besi from RM2.35 psf to RM30 psf. We 

have not revalued the Tanjung Malim and Penang land. 

We have also included its share of the net present value of projected profits from the Indian and 

Sungei Buloh joint venture projects, worth a total of RM64.5 million, or 25.2 sen per share. These 

will result in a total revaluation surplus of RM500.2 million, or RM1.93 per Dijaya share. Adding this 

to its end-2006 NTA of RM2.16, we arrive at an RNAV of RM4.09 per share. 
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Strong net profit growth 

Strong shareholder support, privatization candidate?  
Dijaya enjoys strong support from its major shareholder, corporate tycoon Tan Sri Danny Tan. 

Dijaya is Tan Sri Danny Tan’s flagship listed vehicle. He owns a sizable 63.1% stake – one of the 

highest ownership among listed property companies. Most other listed property companies are 

controlled by major shareholders or corporate personalities with a stake of less than 33%.

Incidentally, the tight shareholding structure – plus a rosy outlook and exceedingly low valuations 

– also makes Dijaya a potential privatization candidate. That is, of course, if its share price continues 

to linger at undervalued levels for too long. 

The company’s Tropicana and Damansara Indah land banks, acquired through state privatization 

exercises, were injected into the company at very low costs in the mid-1990s. Its most recent joint 

venture in Sungei Buloh with Tan Sri Danny Tan was also on favourable terms to Dijaya, as we 

noted earlier.   

Cash-rich balance sheet, good dividends 
Most developers are usually highly geared — either due to land purchases or for project financing. 

Unusually, Dijaya is cash-rich, although we expect the company to utilize most of its cash for 

ongoing developments over the next two years, particularly for its mall and office tower at 

Tropicana City. 

As at end-2006, the company had gross cash and marketable securities of RM191.5 million and 

total borrowings of RM27.4 million. Of its gross cash amount, RM102.4 million is held under 

section 7A of the Housing Developers’ Act (for deposits and sinking funds, among others). Thus, 

the company itself has net cash of RM61.7 million, or a significant 23.8 sen per share. 

Dijaya has also been paying out consistent dividends of 4 sen per year over the past few years. This 

translates into a gross yield of 2.9%, roughly in line with fixed deposits. We expect dividends to be 

maintained at current levels until 2010, when the development of Tropicana City is completed and 

the company enjoys stronger and more recurring cash flows. 
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Strong earnings momentum
Dijaya’s earnings momentum will accelerate sharply in 2008-2009, as the company steps up 

launches at Tropicana, Sungei Buloh and India. The Tropicana Mall and office tower will provide 

a new source of recurring income from 2009 onwards. The company also has unbilled sales of 

RM250 million, and is still in the process of selling out its recently launched projects. 

The GDV of projects lined up for launch in 2008 total some RM600 million in Tropicana (RM390 

million from Tropicana Grande and RM210 million from Tropicana Avenue), RM240 million from 

Sungei Buloh and indicatively around RM40-60 million from India. 

From 2009 onwards, the company will start enjoying a sustainable annual rental income from 

Tropicana City of RM35 million – of which RM30 million will come from the shopping mall and 

RM5 million from the office tower at Tropicana City. 

For 2007, we expect moderate relatively flat net earnings of RM41.4 million. Earnings are projected 

to rise 19.2% to RM49.3 million in 2008, before surging 72.7% to RM85.1 million in 2009, with EPS 

of 19 sen and 32.8 sen, respectively. 

Earnings projection

Year-end Dec (RM mil) 2005 2006 2007E 2008E 2009E

Revenue                  250.8 177.8 220.0 283.3 511.2 

Operating profit                      92.0 59.0 63.6 90.6                153.5

Depreciation (6.3) (5.8) (6.0) (6.5) (7.0)

Interest expense 2.2 2.1 2.0 (6.0) (3.0)

Provisions (31.7) 5.4 – – –   

Associates 0.7 1.2 2.0 2.2 2.4 

Pre-tax profit 56.9 61.9 61.6 80.3              145.9 

Tax (19.0) (18.6) (17.2) (22.5) (39.4)

Minority interests (8.8) (2.8) (3.0) (8.5) (21.4)

Net profit 29.1 40.5 41.4 49.3 85.1 

     

Operating margin (%) 36.7 33.2% 28.9 32.0 30.0

Pre-tax margin (%) 22.7 34.8% 28.0 28.3 28.5

Net margin (%) 11.6 22.8% 18.8 17.4 16.7

Effective tax rate (%) (33.4) (30.0) (28.0) (28.0) (27.0)
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Peer comparison

Comparative Valuation Dijaya SP Setia SunCity

Yr end  Dec  Oct  June 

Share price (RM)                         1.37                       7.40                   4.84 

Mkt cap (RM mil)                          356                    4,977                 2,243 

   

P/E FY08 (x)                            7.2                       16.1                   14.2 

P/E FY09 (x)                            4.2                       13.7                   10.8 

Latest book value / share (RM) 2.24 2.74 3.16

Price / book (x)                         0.61                       2.70                   1.53 

* Note: we have excluded E&O Property Development for comparison due to its proposed merger with parent E&O 

Per share data      

Year-end Dec  2005 2006 2007E 2008E 2009E

EPS (sen) 11.3 15.6 15.9 19.0 32.8 

P/E (x) 12.1 8.8 8.6                         7.2                       4.2 

     

Dividend (sen) 4.0 4.0 4.0 4.0 4.0 

Dividend Yield (%) 2.9 2.9 2.9 2.9 2.9 

Payout ratio (%) 26 18 18 16 9

     

NTA (RM) 1.97 2.16 2.30 2.46 2.76 

P/ Book value (x) 0.70 0.63 0.60 0.56 0.50 

     

Cash flow / share (sen) 29.3 16.8 19.4 24.8 43.7 

P/ Cash flow (x)  4.7 8.1 7.1  5.5 3.1 

Net gearing (%) net cash net cash net cash (14.3) (0.9)

ROE (%) 5.7 7.2 6.9 7.7 11.9
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Dijaya’s shares are among the cheapest in the property sector, trading at much less than half 

its bigger peers like SP Setia and Sunway City in terms of P/E valuations, and is one of very few 

established property players trading below book value.  

At RM1.37, Dijaya’s shares are trading at very low P/Es of 7.2 and 4.2 times 2008-09 earnings. This is 

55-70% below the sector favourite, SP Setia, which trades at 16 and 14 times earnings, respectively. 

Even on a historical basis, Dijaya’s the stock trades at a trailing P/E of 8.8 times. 

The stock is trading 37% below its historical end-2006 book value of RM2.16 (which has risen to 

RM2.24 in Sept 2007), despite having a cash-rich and understated land bank. As we noted earlier, 

we value its RNAV closer to RM4.09. 

Given Dijaya’s strong earnings growth potential, we expect its book value to rise to RM2.76 by 

end-2009, placing its price-to-book ratio at just 0.5 times then. Over the longer-term, we believe 

the stock should ultimately trade to this level. At RM2.76, the stock will be trading at 8.4 times 2009 

earnings, and still 33% below our estimated RNAV of RM4.09. This suggests patient investors with 

a 2-3 year time horizon could potentially double their money. 

We recommend a BUY. Dijaya’s valuations are unjustifiably cheap. Part of the discount may be 

due to its low profile among investors. The company presently lacks analyst coverage and has low 

institutional ownership. But as earnings momentum accelerates over the next two years, we think 

the stock’s attractive valuations will be difficult to ignore. 

Investment risks 

Macroeconomic risks 

The property market is cyclical and is dependent on a number of factors, including domestic and 

global economic conditions, inflation and interest rates, ease of credit facilities, pricing of building 

materials, government policies, stock market conditions and income levels, etc. 

The biggest concern is the US economy, and how much of a slowdown it faces due to the sub-prime 

mortgage and housing problems, and high crude oil prices. Malaysia’s economic conditions remain 

generally favourable despite the rising external uncertainties, buffered by large infrastructure 

spending, our net oil exporter status and high palm oil prices.   

Property cycle risks 
Property prices have risen strongly over the past year, but more so in the upmarket segments 

which have attracted foreign participation and speculative investors. This is perhaps quite evident 

in the Kuala Lumpur City Centre (KLCC) area, where prices of luxury condominiums have more 

than doubled to RM2,000 psf over the past 1-2 years. 

While supply in the KLCC area is increasing rapidly, the expatriate market is too small to support 

the high rentals required when these units come onstream. Prices there are also mostly out of 

reach of most ordinary Malaysians. Detractors would argue that Kuala Lumpur prices are still low 

relative to other cities like Singapore, but ultimately income levels still count. 

We believe prospects for the Klang Valley’s more established areas, such as the Damansara-

Tropicana area, remain favourable. 

Demand here is more sustainable and is being driven by owner-occupiers and a growing middle-

upper income population, rather than speculative foreign investors. Pricing is more realistic and 

affordable relative to income levels. Plus, local buyers – not foreigners – will benefit from the EPF’s 

new housing withdrawal scheme in 2008.  



14 Dijaya Corporation Berhad

Rising building material costs 
Building material prices have also risen sharply this year, particularly for steel and cement. 

Expectations are for steel prices, in particular, to rise further next year. The impact on Dijaya is 

mitigated as it has yet to finalize pricing, all construction work is sub-contracted out to third 

parties, and its low land costs allow ample room for unexpected cost increases.  

Need to replenish land bank 
A much longer-term concern for any developer is how to replenish the land bank. Dijaya’s Klang 

Valley land bank can still last a good 4-5 years. In the meantime, the company is building up a 

recurring income base from Tropicana Mall, venturing overseas and building up a lower holding 

cost land bank by entering into joint ventures with land owners. 

Developments the size and magnitude of Tropicana and Damansara Indah are unlikely to be 

repeated in the future due to the scarcity of large plots of prime land in the Klang Valley. The 

company will need to look further out, or contend with smaller, niche projects in the future. 

Shopping mall risks 
The failure rate for Klang Valley shopping malls, particularly smaller ones, is unfortunately fairly 

high. The Klang Valley already has a fairly large number of shopping malls. As at mid-2007, total 

retail space stood at 36.3 million sq ft in the Klang Valley, of which 26.7 million sq ft is in the 

suburbs with an average occupancy rate of 83%, according to a Regroup Associates report. 

Rental rates for suburban malls range from RM12-30 psf, per month, for 1 Utama, Sunway Pyramid 

and Subang Parade, for ground floor and concourse space, and up to RM55 psf for Mid-Valley and 

RM75 psf for Suria KLCC, according to the same report. 

There are two large malls in the immediate Damansara area – One Utama and The Curve- Ikano 

Power Centre. Further afield, there is the Mid-Valley Mega Mall and the newly opened The Gardens, 

as well as Sunway Pyramid and Subang Parade in Subang Jaya / Bandar Sunway. 

Despite the stiff competition, we are fairly optimistic of Tropicana Mall’s prospects. 

There is already a large captive residential market within the integrated Tropicana City 

development, as well as in the surrounding areas. The mall is also located in one of the most visible 

and heavily trafficked highway intersections in Petaling Jaya – although this could also potentially 

be a negative if traffic congestions emerge.

More importantly is the presence of hypermarket Carrefour as the anchor tenant. Carrefour will 

occupy a third of the mall. Hypermarkets in Malaysia generate very high traffic flow. Tropicana 

Mall is being positioned as a hypermarket-dominated mall, of which much smaller versions have 

already been successfully undertaken by Carrefour in Subang Jaya and Giant in Kelana Jaya. 

This will differentiate it from One Utama and Mid-Valley, which are mega-malls with large variety, 

or The Curve and Ikano Power Centre, which focuses on food, entertainment and Ikea. 
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Balance Sheet 

As at end-Dec (RM mil) 2004 2005 2006

Fixed assets                   402.1                 375.5                     397.8 

Property, plant & land   318.4                 316.7                     316.7 

Associates 45.5                   46.2                       51.0 

Others 38.3                   12.6                       30.1 

    

Current assets 598.5                 555.4                     607.0 

Property development costs 342.5                 301.0                     327.5 

Inventories 36.2                   28.6                       31.0 

Total receivables 59.2                   42.5                       52.9 

Marketable securities 25.2                   19.5                       21.5 

Cash  135.5                 161.7                     170.0 

Tax recoverable –                        2.1                         4.1 

    

Total assets 1,000.6                 930.9                 1,004.7 

    

Share capital 259.5                 259.5                     259.5 

Reserves 229.6                 252.9                     303.9 

Shareholders’ funds 489.2                 512.4                     563.4 

    

Minority interests  61.4                   68.7                       68.0 

    

Long term liabilities 197.2                 190.3                     185.2 

    

Current liabilities 252.8                 159.4                     188.1 

Short term borrowings 31.2                   24.1                       27.4 

Total payables 213.8                 123.6                     152.5 

Others 7.8                   11.8                         8.3 

    

Total liabilities & shareholders funds                1,000.6                 930.9                 1,004.7 
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