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Recent interest in IJM Land Bhd, driven by bullish sentiments over its new flagship waterfront project 
in Penang, has made the stock a rising star among property counters. 

But a closer look at other developers or property-linked counters reveal that many could also offer 
compelling investing or trading ideas. Some even have untapped long-term potential in their property 
business that could potentially draw attention like IJM Land.

TA Enterprise Bhd is one of them. While the group’s core business is in stockbroking, it also owns
valuable property assets, including pockets of prime land, in town.

TA’s current market value of RM1.47 billion, or RM1.03 a share, is priced at some 29% discount to
the group’s net asset value (NAV) of RM2.06 billion as at Dec 31, 2008.

But the revised net asset value (RNAV) of the group could be higher. The fact is that TA had applied a 
revaluation surplus of RM890.7 million on top of the existing NAV of its property business (of 
RM835.1 million) and valued the latter at about RM1.73 billion.

The RM1.73 billion for the property business has yet to be reflected in TA’s balance sheet — it will be
when TA injects the property assets into TA Global Bhd for the latter to be listed on Bursa Malaysia
(see story on TA Enterprise and its latest corporate exercise on Page 12).

Looking at it from another angle, TA has a strong balance sheet. Its current NAV of RM2.06 billion is 
backed by net short-term funds (less total borrowings) of about RM648 million.

Another company is Multi-Purpose Holdings Bhd (MPHB), which has yet to embark on property
development in a big way despite holding large tracts of land. The group’s major landbank includes
4,641.3 acres of agricultural land in Kota Tinggi, Johor, carried at a book value of RM102 million; 324
acres of recreational land in Setapak, Kuala Lumpur (the abandoned Mimaland recreational park, book
value: RM70 million); and 80 acres of freehold land in southwest Penang (book value: RM42 million).

MPHB, after privatising its numbers forecast unit Magnum Corp Bhd in mid-2008 — it holds a 51%
stake while a Hong Kong-based private equity fund holds the remaining 49% — plans to make
property development its next core business.

The development potential of MPHB’s property assets has not been reflected in its share price. The
group’s market value of RM1.51 billion is even priced at less than 10 times its annualised three-month
net profit attributable to shareholders of RM45.44 million, ended Dec 31, 2008.

Earnings for the quarter to Dec 31, 2008, were not disrupted by extraordinary items, hence it should
serve as a good indication of MPHB’s earnings stream post-Magnum privatisation.

Others, like Goldis Bhd and Dijaya Corp Bhd, are also trading at a steep discount to their respective 
NAV, not to mention their RNAV after taking into consideration the market value of their investments, 
property assets and potential gross development value (GDV) of projects.
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Goldis has a market value of RM446.3 million and a net debt of RM137.7 million (the portion of 
minority interests in the balance sheet is negligible). Put together, the total cost of acquiring the 
company at RM584 million is less than the value of its 27.8% holdings in IGB Corp Bhd alone, which 
is worth about RM692 million.

This means that no value was attributed to its pharmaceutical businesses and a prime commercial tower 
project (with GDV of RM470 million) on Jalan Tun Razak. The project, called GTower, is scheduled 
for completion this year and will receive its first tenant by year-end.

Speculation of a restructuring exercise involving Goldis and IGB is long overdue. The Tan family, 
which controls the prized IGB mainly through its collective interests of more than 42% in Goldis, may 
undertake some corporate exercise potentially enabling the shareholders of Goldis to have direct 
exposure in IGB.
It won’t be a surprise if Goldis injects GTower into IGB to unlock value and increase its shareholdings
in the latter. Whatever the exercise may be, what’s apparent is the gap in valuation between between
Goldis and IGB.

Likewise, Dijaya, with a current market value of RM262.2 million, is trading at a steep discount of 
57.8% to its NAV of RM621.8 million as at Dec 31, 2008. The stock is only up 6.3% y-t-d, grossly 
underperforming the Kuala Lumpur Composite Index and most of its property sector peers. Dijaya is 
in a net cash position, with total cash and bank balances and marketable securities amounting to 
RM167.9 million compared with total borrowings of RM142.2 million.

According to an InsiderAsia report on Dijaya’s FY12/2008 results, the group has unbilled sales of
RM190 million that will support earnings for another year. In addition, it has inventory and unsold
units worth about RM330 million.

Put these two numbers together and Dijaya has a potential revenue stream of RM520 million in hand.
Based on its average pre-tax margin of about 25%, this could translate into about RM130 million in
pre-tax profit, compared with the company’s current market value of about RM260 million.

Of course, the fact that a stock is currently trading at cheap valuations despite its potential doesn’t
necessarily guarantee that its price will move up in tandem. First of all, sentiment in the market has to
improve further for investors to take a plunge into property stocks. Secondly, it will take some
proactive management and investorrelation efforts, like in IJM Land, to spark interest in these stocks.

This article appeared in Corporate page of The Edge Malaysia, Issue 755, May 18-24, 2009
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