
 
 
 
 

Dijaya Corporation Berhad 
 

� Final results above expectations 

� Aggressive launches to anchor FY08-09 growth  

� Excellent response to Sg Buloh shop launch  

� Attractive valuations, potential gains from rights issue  
 

 
Key stock statistics  FYDec07 FYDec08E* 
  
EPS (sen)   18.8  12.5 
P/E (x)    7.0  9.5 
DPS (sen)   4.0  2.0 
NTA/share (RM)   2.33  1.79 
Issued capital (mil)  259.6  
52-week price range (RM)  0.79-1.62 
* ex-rights basis  
 
Major shareholders (%) 
Tan Sri Danny Tan  63.4% 
PNB     4.0% 
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FY Dec 2007 final results highlights 
 
 

Year end Dec (RMm) 2007 2006  % chg 

 Turnover  254.5 177.8 43.1 

 Pre-tax profit  71.6 61.9 15.7 

 Tax  (15.7) (18.6) (15.5) 

 Minorities (7.1) (2.8) >100 

 Net profit  48.8 40.5 20.5 

 EPS (sen) 18.8 15.6  

    

 Operating profit margin (%) 29.0 33.2  

 Pre-tax margin (%)  28.1 34.8  

 Net margin (%)  19.2 22.8  
 
 
Dijaya Corp reported a good set of final results for FY Dec 2007 that were 
18% above our net profit forecast.   
 
For FY Dec 2007, revenue rose 43.1% to RM254.5 million. Pre-tax profit 
increased 15.7% to RM71.6 million, while net profit rose 20.5% to RM48.8 
million, or 18.8 sen per share.   
 
Revenue and earnings were boosted by sales and progressive profit 
recognition of its ongoing property developments, namely Casa Indah 2 
condos and Villa Green semi-detached homes at Damansara Indah, Casa 
Suites at Damansara Intan, Tropics Designer Suites at Tropicana City and 
Fortune Park in Kuala Lumpur.   
 
Sales of these projects have been positive throughout 2007, and are almost 
fully sold for Casa Suites, and over 70% for Villa Green, Casa Indah 2 and 
Fortune Park. Unbilled sales stand at around RM250 million.  
 
Dijaya’s balance sheet remains very strong. As at end-Dec 2007, net cash 
and equivalents of RM139.1 million, down slightly from RM164.1 million at 
end-2006. This was due mainly to capital expenditure on the Tropicana City 
mall and office tower, which will be retained for rental purposes.  
 
Its balance sheet will be strengthened further with the recently proposed 
rights issue, which should raise about RM155.8 million. This will fund the 
development of Tropicana City as well as the recent acquisition of land in 
Kajang, Cheras and Jenjarom, Klang.  
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Proposed rights issue  
 
In mid-Jan 2008, Dijaya proposed a renounceable two-call rights issue of up 
to 214.11 million new shares with up to 142.74 million free warrants. This will 
raise a minimum of RM100.8 million and a maximum of RM171.3 million. The 
likely amount is RM155.8 million based on the current issued capital.   
 
The rights issue will be on the basis of three rights shares at RM1 per rights 
share and two free warrants for every four ordinary shares held. The 
warrants will be for 10 years, with an exercise price of RM1. 
 
Dijaya’s major shareholder, Tan Sri Danny Tan, has undertaken to subscribe 
for his shareholding portion, with a minimum subscription of 126 million rights 
shares and 84 million warrants. This will raise a minimum of RM100.8 million.  
 
The rights shares are issued at RM1 per share, with the first call at 80 sen 
cash payable on application. The second call of 20 sen will be capitalised 
from the company’s share premium account.  
 
In effect, this means investors would only need to come up with 80 sen per 
rights share in cash, with the 20 sen funded or capitalized from the company.  
 
As it currently stands and excluding ESOS options, Dijaya’s number of 
shares will increase by about 194.7 million – from 259.6 million to 454.3 
million shares. This will come with 129.8 million free warrants. Upon full 
conversion, the company could have 584.1 million shares issued.  
 
While Dijaya is in net cash position, the rights issue will fund the ongoing 
development of Tropicana City’s shopping mall and office tower – costing 
RM250 million – and fund the recent land purchases.  
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Outlook & recommendation 
 
 
Dijaya is on the threshold of a strong growth phase, as the company turns far 
more aggressive. There is a pipeline of RM890 million in launches planned 
for 1H2008, its joint-venture project in India will kick off in April 2008, and the 
Tropicana City mall is slated for completion later this year.  
 
Earnings momentum will accelerate sharply in 2008-2009 as Dijaya steps up 
launches at Tropicana, Sungei Buloh and India. Tropicana Mall will provide a 
new source of recurring income from 2009 onwards, with rental income of 
RM30 million from the shopping mall and RM5 million from the office tower.  
 
The company also has unbilled sales of RM250 million, and is still in the 
process of selling out its ongoing 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), RM290 million from the Sungei Buloh shops and 
indicatively around RM40-60 million from the Indian project.  
 
Although the property cycle is probably peaking, Dijaya’s strategically located 
land bank, very low land costs and less cyclical customer base of middle to 
upper income owner occupiers should ensure steady demand.  
 
First phase of Sungei Buloh shops sold out  
 
In early Feb 2008, Dijaya undertook a low-keyed soft launch of its shophouse 
project in Sungei Buloh, tentatively named TSB (for Tropicana Sungei 
Buloh). Response was very strong.  
 
We understand all 40 units launched in the first phase were fully sold, with 
prices ranging starting from RM1.3 million for 3-storey shops and RM1.8 
million for 4-storey shops.   
 
Dijaya will build about 241 units of 3-4 storey shop-houses on the 20.8-acre 
land, located in the heart of Sungei Buloh, fronting Jalan Kuala Selangor. 
The freehold land used to house the Malaysia Sheet Glass factory.  
 
Incidentally, these prices were RM200,000 above the earlier planned selling 
prices of RM1.1 million and RM1.6 million, respectively, indicating strong 
demand for shops in the Sungei Buloh area and the project’s solid location.  
 
With the higher prices, we estimate Dijaya’s profit margins at over 40% and 
GDV will rise from RM240 million to RM290 million. This project is a joint-
venture between  Dijaya and landowner Aliran Firasat Sdn Bhd, a private 
company owned by Tan Sri Danny Tan.  
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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 RM40 million and will 
take a 60% share of GDV and profits. The land is being valued very 
reasonably for the joint venture – at its original book value of RM65.6 million 
or RM72.40 psf.  
 
Tropicana projects taking off, projects on track  
 
The two projects in Tropicana Golf & Country Resort – Tropicana Grande 
and Tropicana Avenue – are expected to be launched by April 2008.  
 
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. Indicative pricing is at RM450-RM500 psf, with total gross 
development value (GDV) of RM390 million.  
 
Tropicana Avenue comprises three blocks of 9 and 11 storey shop offices on 
7 acres of land, with GDV of RM210 million. Pricing is indicatively set at 
RM300-350 psf for the office space, and RM600-700 psf for the shops.  
 
Over at Tropicana City, the development of the shopping mall is progressing 
well. The Indian joint venture project is also on track to start in April 2008.     

 

Aggressively expanding land bank  
 
In the last two months, Dijaya has been aggressively expanding its land bank 
at low prices for longer-term use. It acquired a total of 186.2 acres of mainly 
agriculture land for RM95.7 million, but within or nearby established areas, to 
be converted to residential status and launched from 2009-10 onwards.  

 
On 19 Dec 2007, Dijaya proposed to acquire 66 acres of land in Kajang, 
Selangor, for RM47.5 million or RM16.50 psf. The land is located in Balakong 
/ Kajang, in the neigbourhood of Country Heights and Kajang Heights. Dijaya 
plans a residential development with GDV of RM350 million. 
 
On 6 Feb 2008, it proposed to acquire 93.4 acres of land in Jenjarom, near 
Klang, for RM29.5 million, or RM7.25 psf. On 21 Feb 2008, it proposed to 
acquire 26.8 acres in Cheras for RM18.7 million cash, or RM16 psf.  
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Maintain BUY call  
 
We maintain our BUY recommendation. We expect the company’s net profit 
to rise 16% to RM56.7 million in 2008 and 70% to RM96.3 million in 2009.  
 
We have adjusted our forecasts to include the impact of the proposed rights 
issue and new land acquisitions, but no contributions yet from the new land 
acquired as they are much longer-term developments.   
 
Despite the dilutive impact of the rights issue, ex-all valuations of Dijaya 
remain very attractive. On an ex-all basis, Dijaya’s shares are trading on 9.5 
times and 5.6 times 2008-09 earnings, respectively. We estimate its ex-all 
RNAV at RM2.68 per share.  
 
The dilutive effect is mitigated by potential capital gains from the free 
warrants, as well as 7.8% in “adjustment price gains” arising from the 2-call 
rights structure, as shareholders will need to pay only 80 sen for each share 
in the rights issue, which are issued at RM1 (see table below).  
 
The ex-all price adjustment for the rights issue will be based on the issue 
price of RM1, rather than 80 sen. Based on the cum price of RM1.32, 
Dijaya’s effective adjusted ex-all price is RM1.183 while shareholders’ 
effective cost is RM1.097 per share after undergoing the rights exercise.  
 
Table: Calculation of theoretical ex-all price and cost 
 
Dijaya’s current share price:   RM1.32  
X 4  shares equals    RM5.28 
 
Subscribe 3 rights shares @RM0.80  RM2.40 
 
Total cost for 7 shares   RM7.68   
 
Theoretical ex-all cost per share  RM1.097 
 
Theoretical ex-all price based on  RM1.183 
rights issue price of RM1.00 
 
Difference      7.8% 
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Profit & Loss Analysis (ex-rights basis) 
 

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

 Turnover  177.8 254.5 286.9 531.2 

 Operating profit  59.0 73.9 100.9 171.7 

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

 Interest income/(exp)  2.1 2.0 (0.5) 2.0 

 Provisions 5.4 - - - 

 Associates 1.2 1.7 1.9 2.1 

 Pre-tax profit  61.9 71.6 95.8 168.8 

 Tax  (18.6) (15.7) (26.8) (45.6) 

 Minorities (2.8) (7.1) (12.3) (26.9) 

 Net profit  40.5 48.8 56.7 96.3 

     

 Operating margin (%)  33.2 29.0 35.2 32.3 

 Pre-tax margin (%)  34.8 28.1 33.4 31.8 

 Net margin (%)  22.8 19.2 19.8 18.1 

 Effective tax rate (%)  30.0 21.9 28.0 27.0 
 
 

Per Share Data 
 

Year end Dec 2006 2007 2008E* 2009E* 

 EPS (sen) – ex-all 15.6 18.8 12.5 21.2 

 P/E (x) – @ ex-price RM1.18 8.5 7.0 9.5 5.6 

     

 EPS (sen) – FD for warrants   11.3 18.0 

 P/E (x) – FD for warrants   10.5 6.6 

     

 Dividend (sen)  4.0 4.0 2.0 2.0  

 Dividend yield (%)  3.0 3.0 1.5 1.5 

 Payout (%)  18% 16% 12% 7% 

     

 Book value (RM)  2.17 2.33 1.79 1.98 

 Price/Book value (x)  0.61 0.57 0.74 0.67 

     

 Cashflow/share (sen)  16.8 23.9 16.6 28.7 

 Price/Cashflow (x)  7.8 5.5 7.9 4.6 

     

 Gearing ratio (%)  Net cash Net cash 11.2 0.7 

 ROE (%)  7.2 8.1 7.0 10.7 

     

* ex-rights basis     
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