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Corporate Update  

PLUS Expressways Maintain Neutral 

No other highway           Unchanged Target Price (TP): RM3.50 

 

• The government announced recently that it is 

conducting a viability study on an alternative 

North-South highway, with a coastal route, 

going from Taiping to Banting. Cost of the 

highway is expected to be between RM5b to 
RM6b. 

• We are skeptical on the viability of this new 

highway. We believe that the cost of the 

highway is large, which raises several 

questions pertaining to toll rates, concession 

period and source of funding. 

• We maintain our NEUTRAL recommendation to 

our target price of RM3.50, derived using the 

discounted cash flow model.  

Reincarnation of the West Coast highway. The idea of another highway going from north to south is not new. The 

idea was first mooted in 1996, but was postponed due to the 1997 financial crisis, before being reactived in 2007. 

However, it was finally shelved in November 2008 as the concessionaire, Konsortium LPB Sdn Bhd, could not raise 

the necessary funding which was estimated to be RM3.12b within the timeframe given. Konsortium LPB is 60% 

controlled by Kumpulan Europlus Bhd. Recently, government announced that a viability study is being conducted to 

evaluate a new proposal to build another highway linking Taiping, Perak to Banting, Selangor. The cost of the new 

highway is estimated to be between RM5b to RM6b. The government study would be exploring at possible toll rates, 

projected traffic volume and also the impact on PLUS. 

The impact on PLUS. We expect the proposed highway to have some adverse impact on PLUS should it be given 

the green light by the government. However, the impact is not expected to be severe as PLUS highway is still the 

major road connector to major towns. At most, the highway would serve as an alternative highway during festivities. 

Additionally, the government stated that it does not want PLUS to be severely affected by the new highway. 

The cost might be too high. We believe the cost of the new highway is too high and raises several questions on the 

viability of the new highway. It is possible that the high cost could be due to the propose alignment of the highway 

being in the coastal areas which may require the soil to be treated or strengthen. To give an idea of the construction 
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cost involved, we assume that the cost for the 215.8 km propose highway is RM5b, which gives a cost of RM23.2m 

per km. We compare this with the Senai Desaru Expressway (SDE), due to its alignment cutting across less populated 

areas (hence lower land acquisition cost), which is similar to the proposed highway. The SDE’s estimated cost is 

RM1.68b for 77.2 km highway, giving a cost of RM21.7m per km.  

Source of funding would be an issue. The challenge for any new concessionaire awarded with the proposed 

highway would be to find funders given that the previous concessionaire failed to get funding on a much lower 

amount. Comparing with previous greenfield project financing, the highest amount was funding for the SILK highway 

with RM2.01b. PLUS raised RM4.5b on a single instrument, but it was in 2007, 25 years after it had started. 

The economics might not be right. If we do assume that there is available funding, then the next area of concern 

would be on the concession period and the toll rates. We expect that in order for the concessionaire to meet its 

finance obligations, the toll rates may have to be high and could possibly be higher than PLUS’ toll rates, with a long 

concession period. The most fundamental area of concern would be the projected traffic volume of the propose 

highway. We do not expect that the traffic volume in the coastal areas can justify for a new highway. According to the 

management, PLUS is currently underutilized, with a utilization rate of 50%, 30% and 35% in the central, northern and 

southern region respectively.  

Maintain Neutral call. We maintain our forecast and NEUTRAL call on PLUS as we are skeptical on the viability of 

the new highway. In addition, the government had stated that it does not want the propose highway to have an 

adverse impact on PLUS, which we believe as a positive reassurance for PLUS. Our target price at RM3.50 per share 

is based on discounted cash flow model at a rate of 10%.  
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DISCLOSURES AND DISCLAIMER 

 
This report has  been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for 

distribution only under such circumstances as may be permitted by applicable law. 

Readers should be fully aware that this report is for information purposes only. The opinions contained 

in this report are based on information obtained or derived from sources that we believe are reliable. 

MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or 

implied, as to the accuracy, completeness or reliability of the information contained therein and it should 

not be relied upon as such.  

This report is not, and should not be construed as, an offer to buy or sell any securities or other financial 

instruments. The analysis contained herein is based on numerous assumptions. Different assumptions 

could result in materially different results. All opinions and estimates are subject to change without 

notice. The research analysts will initiate, update and cease coverage solely at the discretion of MIDF 

AMANAH INVESTMENT BANK BERHAD.  

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may 

have interest in any of the securities mentioned and may benefit from the information herein. Members 

of the MIDF Group and their affiliates may provide services to any company and affiliates of such 

companies whose securities are mentioned herein This document may not be reproduced, distributed or 

published in any form or for any purpose.   
 

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS 

STOCK RECOMMENDATIONS 

BUY Total return is expected to be >15% over the next 12 months. 

TRADING BUY 
Stock price is expected to rise by >15% within 3-months after a Trading Buy rating has been 
assigned due to positive newsflow. 

NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months. 

SELL Total return is expected to be <15% over the next 12 months. 

TRADING SELL 
Stock price is expected to fall by >15% within 3-months after a Trading Sell rating has been 
assigned due to negative newsflow. 

SECTOR RECOMMENDATIONS 

OVERWEIGHT The sector is expected to outperform the overall market over the next 12 months. 

NEUTRAL The sector is to perform in line with the overall market over the next 12 months. 

UNDERWEIGHT The sector is expected to underperform the overall market over the next 12 months. 


