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16-01-2009: Dijaya will ride through property downturn well 
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While the operating environment for property developers is very challenging,
we expect Dijaya Corp (RM1.01) to weather through this downturn relatively
well.

Dijaya has a debt-free balance sheet and unbilled sales of RM283 million that
will support earnings for another 18 months or so, based on this year's
expected revenue base of RM180 million. This will tide it over until economic
conditions improve, hopefully in late 2009.

This year, the company will also enjoy a new, recurring income base — from
the rental of Tropicana Mall, which should provide revenue of over RM20
million a year. The mall opened in mid-December 2008 and is being anchored
by French hypermarket Carrefour.

Following that, the adjoining office tower will open, and should be able to
provide annual rental income of about RM5 million. These new streams of
income — plus progressive billings from unbilled sales — will sustain income to
tide the company through until the next cycle upturn.

Dijaya has a large land bank, with much of it acquired at low prices, especially
in Tropicana and Tropicana Indah. The company has also put into place a
longer-term footprint by enlarging its land bank at low prices.

Between December 2007 and February 2008,
the company acquired a total of 186.2 acres of
mainly agriculture land, but within or nearby
established areas, to be converted to residential
status and development later.

The acquisitions include 26.4ha in Kajang,
Selangor, for RM47.5 million (RM16.50 psf);
37.4ha in Jenjarom, near Klang, for RM29.5
million (RM7.25 psf) and 10.7ha in Cheras for
RM18.7 million (RM16 psf).

With this, Dijaya would have a total land bank of
around 386.8ha. Although the purchases may
have been timed just before the subsequent downturn, the prices paid were
reasonable. With these new lands, the company will also be able to widen its
product and customer mix — from mainly high-end to the middle and lower-
middle market as well.
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Dijaya's shares are trading at undemanding P/E multiples of 8.4 and 5.5 times
2009-10 earnings and 58% below the estimated end-2008 book value of
RM2.39. Its book value is already severely understated due to low land costs,
especially in Tropicana.

Although weak appetite for property stocks and poor market conditions suggest
upside may be limited in the near term, Dijaya's shares are attractive for
longer-term investors. The company has a strong balance sheet, large prime
land bank acquired at low costs and the ability to ride through the downturn
relatively well. We maintain our buy recommendation.

3QFY Dec 2008 results highlights 
Dijaya Corp's recently released 3QFY Dec 2008 results would have been in
line with expectations if not for an unexpectedly large one-off tax charge. The
property company actually reported decent revenue and pre-tax profit growth.

Revenue for the quarter grew 12.3% year-on-year (y-o-y) to RM87.4 million,
and was up 150% compared with 2Q08's RM34.7 million. Pre-tax profit for the
quarter was also robust, up 30.6% y-o-y to RM19.5 million, and about 50%
higher compared with 2Q08's RM13.2 million.

However, net profit for the quarter came in at only RM1.4 million — down a
substantial 85% y-o-y due to a 3.1-fold increase in both taxes and minority
interests. The quarter's effective tax rate rose from 28.7% to 68.6% due to an
under-provision in the previous financial year of RM5.3 million. Excluding this,
net profit would have been RM6.7 million instead of RM1.4 million.

For the first nine months of the year, revenue
declined 11.3% y-o-y to RM170 million. Pre-tax
profit increased by 7.1% y-o-y to RM40.8
million, while net profit fell by 61.9% y-o-y to
RM9.4 million, or 3.6 sen per share.

Dijaya's balance sheet remains debt-free and in
good shape, although its net cash position has
fallen due to substantial land purchases earlier
this year and ongoing funding for the Tropicana
City development.

As at end-September 2008, net cash and
equivalents stood at RM26.6 million, down from
RM88.4 million in June 2008. This includes

RM66.2 million paid for the Kajang and Cheras land, although the Jenjarom
land (RM29.5 million, of which 90% is outstanding) is still pending.

Project update 
Given our expectations of a longer property downturn, we have delayed further
our expectations for the launch for the two Tropicana projects from mid-2009 to
mid-2010. Since these are very large-scale upmarket projects, we believe the
company will want to time the launch right.

Tropicana Grande was to consist of 241 condominiums with large built-up
space of 2,500-4,500 sq ft, located on 2.1ha. Tropicana Avenue was to
comprise three blocks of nine- and 11-storey shop offices on 2.8ha. In the
meantime, the company is busy completing its existing projects in Tropicana
City and Tropicana Indah, as well as the shops in TSB Sungei Buloh.

The third and final stage of TSB Sungei Buloh will be launched in 1Q09. The
project is currently 64% sold. TSB consists of three-to-four-storey shops on
8.3ha of land in the heart of Sungei Buloh, fronting Jalan Kuala Selangor, with
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8.3ha of land in the heart of Sungei Buloh, fronting Jalan Kuala Selangor, with
total GDV of around RM290 million.

Dijaya will also focus on selling the balance of its projects and inventory, such
as those in completed projects like Casa Suites, Tropics Designer Suites and
Villa Green.

Tropicana City Mall opened in December 2008 and the office tower will be
completed in mid-2009. This will provide a new source of recurring income
from 2009 onwards, with rental income of over RM20 million from the mall and
RM5 million from the tower.

We understand Dijaya may launch the newly acquired 26.4ha Kajang land in
3Q09. This will feature mainly terrace houses, with GDV of RM167 million.
Under the current environment, risks for landed projects are considerably lower
than condos, as the project can be launched and constructed in phases to
cater to prevailing demand.

Earnings reduced, but stock remains attractive 
We have trimmed our pre-tax profit forecast for 2008 marginally by 4.7% to
RM51 million, but reduced our net profit forecast by 32% to RM20.9 million to
account for the high one-off tax expenses in 3Q08. For 2009, we have reduced
our net profit forecast by 41% to RM31.3 million as we are now assuming no
further property launches for the entire year.

We have deferred our expectation of the launch of the two Tropicana projects
from mid-2009 to mid-2010. We have also not factored in the launch of the
Kajang project in 3Q08 or the Indian joint-venture project. We also expect the
proposed but deferred three-for-four rights issue to be eventually called off
given weak market conditions and its strong balance sheet.

We now expect Dijaya's net profit to fall 57% to RM20.9 million in 2008, largely
due to the tax effect before rising 50.2% to RM31.3 million in 2009. Pre-tax
profit will fall by a more moderate 29% to RM51 million in 2008, and rise by
15% to RM58.4 million in 2009.

Even on these reduced forecasts, Dijaya's shares are trading at undemanding
P/E multiples of 8.4 and 5.5 times 2009-10 earnings and 58% below the
estimated end-2008 book value of RM2.39, which is already severely
understated.

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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