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26-09-2008: Deferment of Dijaya’s rights issue positive for shareholders 

Email us your feedback at fd@bizedge.com

Last week, Dijaya Corp (RM1.02) announced that it had received approval for
an extension of six months until March 27, 2009 to implement its proposed
rights and warrants issue.

Recall that in January 2008, Dijaya had proposed a renounceable two-call
rights issue of up to 214.11 million new shares with up to 142.74 million free
warrants to raise around RM155.8 million.

The rights issue is on the basis of three rights shares at RM1 per rights share
and two free warrants for every four ordinary shares held. The proposals
received regulatory approvals in March 2008.

Given current lacklustre market conditions and Dijaya’s shares trading just
barely above the rights issue price, the deferment was perhaps to be expected.

In our view, it doesn’t quite make sense to proceed with the rights issue under
current market conditions and especially since Dijaya is in very good financial
shape. It is one of few ungeared listed developers in Malaysia, with net cash of
RM88.4 million in June 2008.

Given the current lacklustre property market
environment, it is unlikely that Dijaya will embark
on further asset or land acquisitions in the near
future.

The deferment — and possible later abortion —
of the rights issue will be well received by
investors given its large dilutive impact in terms
of EPS, NTA and RNAV per share.

Our previous forecasts had included the impact
of the rights issue. We have now adjusted our
forecasts to exclude them, as well as to
incorporate further delays in new project
launches until market sentiment improves.

Dijaya’s shares are trading at attractive P/Es of 8.6 and 5 times 2008-09 and
just 0.42 times its forecast NTA of RM2.43 by end 2008 — with a strong
balance sheet to boot.

We maintain our buy recommendation. Although sentiment for property stocks
is weak, Dijaya offers good value for longer-term investors, with its cash-rich
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is weak, Dijaya offers good value for longer-term investors, with its cash-rich
balance sheet and undervalued land bank.

Weaker-than-expected 2Q08 results 
On an annualised basis, Dijaya Corp’s recently released 2Q FY Dec 2008
results were below expectations, although it was an improvement over 1Q08,
which was hit by one-off costs relating to its recent land acquisitions and higher
taxes.

Despite a 45% year-on-year (y-o-y) decline in revenue for 2Q08 from RM62.6
million to RM34.7 million, pre-tax profit increased marginally by 1.3% y-o-y to
RM13.2 million. Net profit, however, fell by 48% y-o-y to RM4.7 million due to
higher minority interests.

For the first half of 2008, revenue declined 27.5% y-o-y to RM82.6 million. Pre-
tax profit fell 7.9% y-o-y to RM21.4 million but net profit declined by a larger
margin of 48.1% y-o-y to RM8 million due to higher minority interests.

The disproportionate growth rate between revenue and profits was due largely
to the completion of many of its projects during the quarter, such as Casa
Suites, Fortune Park and Casa Tropicana. There was some earlier
overprovision of costs that was written back on completion.

The higher minority interests reflect the completion of projects by 70%-owned
Damansara Impian, which is developing projects in Damansara Indah (since
renamed Tropicana Indah).

The second half (2H) should see some maiden contributions from the TSB
shops in Sungei Buloh. Completion of the Tropicana City mall in November will
provide a pool of sustainable income starting next year.

Dijaya’s balance sheet remains very strong despite substantial land purchases
earlier this year and funding for its Tropicana City mall and office tower, which
will be retained for rental yield. As at end-June 2008, net cash and equivalents
stood at RM88.4 million, down from RM122 million in March 2008 and
RM141.3 million at end-2007.

This includes ongoing funding for the Tropicana City development, and
RM66.2 million paid for two land purchases completed to-date (Kajang and
Cheras). The Jenjarom land acquisition (RM29.5 million) is still outstanding. 

Outlook and recommendation 
Dijaya’s 2H should be stronger, as it benefits
from the ongoing construction of previously
launched and higher margin projects such as
the Villa Green semi-detached homes and Casa
Indah condominiums in Tropicana Indah, and
the Tropics Designer Suites at Tropicana City.

The 2H should also see contributions from the
TSB Sungei Buloh shops, which are about 70%
sold and will yield high margins.

TSB consists of 241 units of 3-4 storey shops on
8.32 hectares of land in the heart of Sungei
Buloh, fronting Jalan Kuala Selangor. Prices
range from RM1.3 million for 3-storey shops and RM1.8 million for 4-storey
shops, with total gross development value (GDV) of around RM290 million.

The shops were sold very well since the launch earlier this year. Dijaya
undertook two soft launches since Febuary 2008, and has sold about 70% of
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undertook two soft launches since Febuary 2008, and has sold about 70% of
the total launch of 136 units.

The third and final phase of about 105 units are expected to be launched at the
end of the year, but we understand this will be delayed as the company is
waiting for building materials costs to stabilise.

Construction of Tropicana City is progressing well. The mall is scheduled to
open in November and the office tower in April 2009. Tropicana Mall will
provide a new source of recurring income from 2009 onwards, with rental
income of RM30 million from the mall and RM5 million from the office tower.

We understand the mall is currently about 60% leased. It hopes to achieve at
least 70% leasing before opening. The mall is being anchored by French
hypermarket chain Carrefour.

Launches delayed until sentiment improves 
The current weak economic environment, high inflation and political
uncertainties have affected sentiment for properties. Coupled with high building
materials costs, most if not all developers are postponing their launches,
awaiting better clarity in terms of demand and costs.

Dijaya is no exception. It will delay the launch of the two Tropicana projects —
Tropicana Grande and Tropicana Avenue — until clearer demand and cost
visibility emerge.

In our previous update, we had shifted our launch assumption for the two
projects from 2Q2008 to end-2008. We are now assuming a much later launch
in 3Q2009 instead.

Tropicana Grande is to consist of 241 condominium units with large built-up
space of 2,500-4,500 sq ft, located on 2.08ha. The original GDV was RM390
million. Tropicana Avenue is to comprise three blocks of 9- and 11-storey shop
offices on 2.8ha, with GDV originally at RM210 million.

When market conditions improve, we believe Tropicana Grande should be
quite well received as it caters for new markets in the prime area. There is
currently a lack of large-sized condos in the vicinity as well as in Petaling Jaya.
Tropicana Grande will cater to those moving from bungalows to a secured,
large living environment, as evident in the Mont’Kiara area.

Meanwhile, the Indian property market has also softened even more
considerably due to high domestic interest rates. As a result, Dijaya will delay
its joint-venture project in Hyderabad until a better picture emerges. There is
minimal holding cost, as the land belongs to the Indian joint-venture partner.
We have removed this project entirely from our projections.

Dijaya has put into place a longer-term footprint by enlarging its landbank at
low prices. Together with its strong balance sheet, this will enable it to tide
through the current down-cycle well, and place it in a good position to ride the
next upturn. 

Between December 2007 and February 2008, the company acquired a total of
74.48ha of mainly agriculture land, but within or nearby established areas, to
be converted to residential status and development later.

The land acquired include 26.4ha in Kajang, Selangor, for RM47.5 million
(RM16.50 psf); 37.36ha in Jenjarom, near Klang, for RM29.5 million (RM7.25
psf) and 10.72ha in Cheras for RM18.7 million (RM16 psf). With this, Dijaya
would have a total land- bank of around 386.8ha, including understated prime
landbank in the Tropicana area.
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landbank in the Tropicana area.

Forecasts adjusted for rights and project launch deferment 
Given the deferment of the rights issue, we have adjusted our forecasts to
exclude its impact, which will be positive for shareholders.

We have also adjusted our forecasts to assume a longer delay in the launch of
Tropicana Grande and Tropicana Avenue to 2H2009, the removal of the Indian
joint-venture project and assumed lower margins going forward.

We now expect net profit to fall 37% to RM30.8 million in 2008. Net profit
should rise 72% to RM52.9 million in 2009 when the mall starts operations and
new projects are launched.

Despite the lowered forecasts, the stock is trading at attractive P/Es of 8.6 and
5 times 2008-09, based on our projected EPS of 11.9 sen and 20.4 sen,
respectively. It is also trading at just 0.43 times its forecast NTA of RM2.43 by
end-2008 — with a solid balance sheet to boot. We maintain our buy
recommendation.

Note: This report is brought to you by Asia Analytica Sdn Bhd, a licensed investment adviser.  Please exercise your own
judgment or seek professional advice for your specific investment needs. We are not responsible for your investment
decisions. Our shareholders, directors and employees may have positions in any of the stocks mentioned.
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rebound not in sight;

stocks, demand drag
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US$93 on financial turmoil
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markets fall despite US

bailout plan vote
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