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23 March 2010 

Corporate Update  

UEM Land Bhd  Reiterate NEUTRAL 

1-for-2 Rights. Maintain Target Price (TP): RM1.88 (ex- RM1.25) 

 

• UEM Land Bhd (ULHB) has proposed a 1-for-2 

rights issue priced at RM0.80 per share to raise 

RM971.3m.  A total of 1214.1m shares will be 

offered to existing shareholders. 77.14% will be 

subscribed by the UEM Group. 

• The issue price of RM0.80 per rights share is a 

44.1% discount to the counter’s 5-day moving 

average (RM1.43) and -34.4% to the derived 

theoretical ex-rights price of RM1.24.  

• Maintain NEUTRAL with revised Target Price of 

RM1.25 ex-rights, derived from a 25% discount 

to RNAV. We advise existing shareholders to 

subscribe to the rights share to further increase 

their investment and equity participation. 

Despite our ex-price TP providing a mere +2.4% 

upside to the counter, the subscription of the rights is a viable option for investor to average down cost. 

Note the ULHB traded at its highest at RM2.01 per share on 15
th

 June 09.   

 

Purpose of proceeds. The group had proposed 5 utilizations for the proposed rights issue:- 

i) Repayment of a Term Loans (RM633.0m) owed by Bandar Nusajaya Development Sdn Bhd to UEM Group.   

ii) 1st installment for the purchase of land parcels in Cyberjaya for its Symphony  Hills development (RM65.1m) 

iii) Working capital and property development expenditure of ULHB Group of companies (RM266.2m) and 

iv) Estimated expenses related to the proposed rights issues (RM5.7) 

Balance sheet strengthened. We view the proposed rights issue as vital for ULHB to stay afloat. Note that a major 

portion of the proposed proceeds (65%) will be used to pare down debts. Hence, we expect balance sheet to be 

strengthened post-rights and provide room for gearing in future, as ULHB accelerates further developments in 

Nusajaya. Assuming the rights are fully-subscribed, gearing levels are expected to reduce to 0.05x (previously 0.48x).  

STOCK INFO 

Price (22 Mar 10) RM1.46 KLCI 1,293.65 

Issued shares (mil) 2,428.17 Bursa / Bloomberg 
5148 / 

ULHB MK 

Par Value (RM) 0.50 Board / Sector  
Main/ 

Properties 

Market cap. (RM’m) 3,545.14 Syariah Compliant Yes 

Price over NA 2.31x  

52-wk price Range  
RM0.685–

RM2.01 
Major Shareholders 

Beta (against KLCI) N/A 
Khazanah 
Nasional 

77.14% 

3-mth Avg Daily Vol  2.68m EPF 5.61% 

3-mth Avg Daily Value  RM3.92m 
Cundill Funds 

Inc. 
2.47% 

FYE Dec FY07 FY08 FY09 FY10E 

Revenue (RM’m) 1,871.5 511.6 403.0 576.0 

EBIT (RM’m) 457.8 82.0 137.1 108.2 

Pretax Profit (RM’m) 457.2 75.7 129.5 106.4 

Net Profit (RM’m) 529.7 75.0 115.6 80.9 

EPS (sen) 21.8 3.0 4.7 3.3 

EPS growth (%) >100% -85.8% +56.6% -29.7% 

PER(x) 6.6 48.6 31.0 44.2 

Net Dividend (sen) - - - 1.0 

Net Dividend Yield (%) - - - 0.6% 

Source: Company, Forecasts by MIDFR 
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Timely but vital for future growth. In our previous discussion with management, they indicated that forthcoming 

developments will be driven by ULHB’s initiatives, as part of the group’s long-term goal to achieve its ‘tipping point” in 

2012. This was mainly supported by the fact that the economic corridor was starved of FDIs in 2009. We view the 

funds raised to be an impetus towards the long-term growth of the economic corridor. Moreover, the clean-up of its 

books will allow ULHB to start anew and gear-up for future developments with variable financing options.  

Earnings dilution effect on EPS 10/11. Post-rights, EPS 10/11 will be diluted by -33%. Despite the earnings dilution, 

we maintain our FY10/11 forecasts as we prefer to await stronger evidence of developments, given the lackluster 

pace in 2009.  We reiterate our view that future earnings will continue to be supported by strategic land sales with the 

group’s landbank balance of about 9,000 acres. Land demand in Nusajaya will stride with the global economy 

recovery and improving domestic property market.  

Reiterate NEUTRAL. Our Target Price is derived from a 75% discount to RNAV. The steep discount is based on high 

execution risk in relation to the completion of the economic corridor within the stipulated timeframe and the 

concentration risk of the land bank in a single geographical area remains significant.  

 

Effects of Right Issue No of shares  Funds Raised Price per share 

Existing @ 22 Mac 2,428.17 - RM 1.46 (Current share price) 

Issuance of rights issue @ RM0.80 per 
right share 

1,214.08 971.3 
RM1.24 per share (Theoretical 

All-Ex Price) 

Total FD issued Shares 3,642.25 971.3 - 

      

EPS Dilution 
Before 
(RM’m) 

After (RM’m) 
  

        

Net Profit FY10 80.144 80.144 - 

Interest savings 0 0
#
 - 

Adjusted Net Profit 80.144 80.144 - 

Number of shares (‘m shares) 2,428.17 3,642.25 - 

EPS 3.30 2.20 - 

Change (%) - -33.4%   
# No interest saving effect as the land held for property development will be fully capitalized. 
To be treated under FRS 123 of which borrowing costs can be capitalized on qualifying assets. 

Source: Company and MIDFR  
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DAILY PRICE CHART  

 
To insert.  

 
 

Zulkifli Hamzah  
Michael Seow Chor Huat 
seow.michael@midf.com.my  
03-2173 8391 
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X). 

(Bank Pelaburan) 

(A Participating Organisation of Bursa Malaysia Securities Berhad) 

 

 

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. 
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