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Tenaga Nasional BHD (TENA.KL),MYR9.95 Buy
2006A 2007E 2008E
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EV/EBITDA (x) 8.5 7.6 7.2
Price/book (x) 1.9 1.9 1.7
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2005A 2006E 2007E
P/E (x) 16.9 16.4 12.6
Div yield (%) 2.1 1.6 2.1
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P/E (x) 17.3 17.9 17.2
EV/EBITDA (x) 12.5 12.2 11.6
Price/book (x) 2.9 3.3 3.0
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Stock picking remains key to delivering superior performance from Malaysia 
Malaysian analysts have to constantly justify their existence. We are often asked - 
“why should we bother looking at the Malaysian market – it is just too small”. 
Quite disheartening as you can imagine, but we admit it is a fair question. 
Malaysia is now just 2.7% of MSCI Asia Pacific ex-Japan. However, we would 
also argue fervently that by being very stock specific, investors stand to gain 
superior performance from this unloved market. Hear us out.   

The office and tourism sectors are hot and construction is on a roll  
In this ‘interview’ restructured report, we tell you why the ongoing political spat 
between Abdullah Badawi and Dr Mahathir does not concern us. We are also 
pleased to report that the construction sector is on a roll again. The Ninth Malaysia 
Plan (9MP) is finally taking off, with more Government jobs starting to hit the 
market. We also believe the General Election will take place in 1Q08. In three of 
the last four General Elections, the market rallied hard, up 39-55% 12 months 
ahead of the big day. We would also like to point out that the KL office sector is 
hot again, the tourism theme is taking off and that M&A activity is gaining 
momentum. The short-medium term outlook for the market looks positive.  

Structural issues have to be addressed for the market to stay relevant 
We do have longer-term concerns for the market. Unless the authorities consider 
a few radical changes e.g liberalise IPO rules further, we fear the market will be 
marginalised further. The market desperately needs a few big cap IPOs to draw 
attention back to this market. We also understand that Malaysia’s long-term 
economic growth model is also being questioned. Here, we discuss the need for 
further liberalization and the urgency of improving the quality of local education.  

Stay overweight – here are five stocks for outperformance  
On a much brighter note, we are overweight Malaysia. Our bottom-up KLCI index 
target is 1,075, suggesting upside potential of 9% or 13% on a total returns basis. 
2006 EPS growth momentum has picked up to 12.2% (ex-MAS) from 9.6% in 
January. The market’s dividend yield of 3.6% is superior versus the regional 
average of 2.9%. We highlight five ‘high conviction’ stocks you must own into 
2007. They are either leaders in their industries and/or are being restructured for 
the better. Buy Tenaga, Bumi-Commerce, IOI Corp, Transmile and KLCC Property. 
We like smaller caps Landmarks (LMHS.KL, RM1.59, Buy) and IGB Corp (IGBS.KL, 
RM1.54, Buy). Key risks to our market call – poor implementation of the 9MP and 
a sharp downturn in the economy.   
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Your top 10 questions 
Q1 – Lets start with the big picture, I hear the political 
environment is slightly ‘uncomfortable’ at the moment 

In our opinion, the political environment remains stable three years into Abdullah Badawi’s 
administration. You must be referring to the on-going spat between Dr Mahathir and Abdullah 
Badawi, whereby the previous Prime Minister is accusing Abdullah Badawi of running a 
police state, canceling high profile projects, nepotism etc. This incident is unlikely to have 
severe repercussions on the political climate in Malaysia, in our opinion. It is also unlikely to 
‘de-stabilise’ Abdullah Badawi’s position as Prime Minister. In fact, various UMNO members, 
cabinet ministers and royal families have rallied behind Abdullah Badawi in light of Dr 
Mahathir’s criticism.  

It is indeed a real shame that Dr Mahathir is spending his last years in politics discrediting the 
very person he ‘anointed’ to take over his premiership. So far, Abdullah Badawi has kept his 
cool and has almost remained silent about the whole incident. 

Abdullah Badawi’s critics say that the Government has not been harsh enough on its anti-
corruption drive, has been slow to implement the 9MP and is not pushing the boundaries of 
liberalization fast enough. A quick and effective implementation of the 9MP and a harsh 
approach towards those who disregard the law, would silence the critics promptly.  

Q2 – Okay, what about consumer confidence? 

We are getting very mixed signals. What is certain is  – consumer sentiment at the lower end 
of the market is weak. Higher petrol and electricity prices drove inflation upwards and hence, 
took a toll on consumer spending. Figure 1 illustrates the downward trend in the consumer 
sentiment index since 2005 and Figure 2 tells us that car sales have eased 2% YTD to Aug 
06.  

Anecdotally, the mid to top end of the consumer segments have held up well. Property 
prices in the up-market residential areas like Damansara have continued to climb, now at 
around RM320/sf, up 12-14% in the last 12 months. The upgraders’ market appears to be 
holding firm and demand for traditional landed properties (terrace houses, townhouses, etc.) 
in prime Klang Valley is still selling well.  
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Figure 1: Consumer and business confidence indices  Figure 2: Domestic car sales – easing 
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Q3 – On a related topic, how is the economy faring?  

The economy is unlikely to surprise on the upside this year.  

DB is forecasting GDP growth of 5.5% for 2006 and easing to 4.6% for 2007.  

Although export growth has been stronger given a better-than-expected US demand, we are 
projecting a slower growth next year. We expect exports to ease from 8% in 2006 to 6% in 
2007. In fact, our US economic team had just revised downwards 4Q GDP growth from 1.8% 
to just 1%.  

On a slightly more positive note, we expect inflation to average 2.5% in 2007 (versus 3.7% 
average in 2006), after a high base in 2006 given fuel subsidy cuts and higher electricity tariff. 
Looking ahead, we expect the overnight policy rate (OPR) to ease by 25bp over the next six 
months to touch 3.25% and the currency to strengthen to RM3.60/US$ in the same period.   

Looking ahead, we also expect Government consumption, via infrastructure pump priming, to 
drive economic growth. The effectiveness of the Ninth Malaysia Plan (9MP) should start to 
bear fruit by 2H2007, offsetting, we believe, the slower growth anticipated from private 
consumption. We expect net FDI to remain weak.  

This is the dilemma Malaysia faces longer term. Unless Malaysia finds a new source of 
growth, the country will always remain very dependent on Government spending and/or 
private consumption to sustain long-term growth. Malaysia must ‘reinvent’ itself to find a 
new source of growth. Singapore has evolved further by embracing the ‘mega’ tourism 
theme by offering two gaming licenses to develop large scale integrated resorts and not 
forgetting, investing in the bio-tech industry. Hong Kong has China. India has IT and a 
growing affluent market. Aside from being blessed with commodities like oil, palm oil and 
timber, Malaysia needs to develop another growth engine.  
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Figure 3: Inflation appears to have peaked, so long as subsidies are not cut further 
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Q4 - You mentioned the 9MP – are projects being awarded? 

Yes, after a slow start. After reining in expenditure quite aggressively, the Government is 
spending again. Perhaps this is in preparation of a possible General Election in 2008 as well 
as to drive economic growth to offset softer private consumption and exports. Either way, 
contractors should be kept busy again.  

Figure 4 shows that net development expenditure is set to accelerate after a drop off in 2004. 
Based on our calculation, nearly RM7bn worth of jobs have been awarded since the start of 
the year, with the bulk coming from the Government. In fact, most of these contracts were 
carried forward from the Eighth Malaysia Plan (8MP). In fact, just this week the Government 
announced that public expenditure for the 1H2006 was RM7.3bn. However, this is set to 
accelerate to RM25.7bn for the 2H. Also, the Government will roll out 20 high impact projects 
in four key ministries – education, higher education, agriculture and rural and regional 
development. The infrastructure back-drop looks bullish.  

The construction industry has yet to ‘feel’ the true impact of the 9MP, we believe. This is 
why Joe Liew, our construction sector analyst, is overweight the sector with buy 
recommendations on IJM Corp and Road Builder, with the latter as a cheaper entry.  

The other key industries to be developed under the 9MP are the agricultural, tourism and 
natural resources sectors. So far we have heard big plans for the agricultural sector 
(allocation up 55% to RM11.7bn) but implementation has been sketchy. The oil and gas 
sector is faring well thanks to continued high crude oil prices and positive FDI.  
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Figure 4: Govt’s net development expenditure to rise  Figure 5: Budget deficit has narrowed 
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Q5- On that note, when will the next General Election take place?  

In early 2008, we believe. UMNO, the majority party within the Barisan National coalition, has 
deferred its party polls until after the next General Election, which must take place by March 
2009. PM Abdullah Badawi said “(the deferment)...allows us to give full attention and focus 
on the country's development and progress". 

The deferment in party polls is a clever move, in our opinion. It offers Abdullah Badawi the 
opportunity to win the next General Election convincingly (again); therefore, putting him in a 
much stronger position moving into internal party elections. What is more critical is - he has 
to convince the Malaysians that economic activity is robust. This means he has to implement 
the 9MP quickly and effectively, as we mentioned previously. In fact, we believe the ‘pre-
election machinery’ has already begun. 

Abdullah Badawi must call for a General Election by March 2009. However, we believe there 
is a good chance that the election will be held as early as 1Q2008. The key reasons are these: 
First, Anwar Ibrahim is eligible to enter politics again in April 2008. Whilst we do not believe 
Anwar will be a threat to Abdullah Badawi, we believe the Prime Minister will want to avoid 
potential political distractions. Secondly, it will take at least 12 months for the Government’s 
current pump priming initiatives to trickle through to the ‘rakyat’ (Malaysians).  

Figure 7 tells us that in three of the last four General Elections, the KLCI rallied 39-55% 
twelve months before the big day. Whilst this provides little assurance that a rally may 
happen again, we are confident that positive news flow from the Government should start to 
accelerate.   
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Figure 6: KLCI performance 12 months before General Elections 
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Q6- Aside from the General Election – what are the key themes 
driving the market? 

There are really three others – the pick up in office transactions, Visit Malaysia Year 2007 and 
increasing M&A activity.  

The local office sector is hot at the moment. Also, it has been a major laggard performer in 
the region. Imagine, the average rental rate of the Petronas Twin Towers in Kuala Lumpur is 
just RM8.00psf/month (US$2.40) versus S$9psf/month (US$5.80) in Singapore and 
HKS$120psf/month (US$15) in HK. What a bargain.  

The office sector has been long neglected and is undervalued versus the region. This is set to 
change, we believe. Spurred on by: (a) tight supply for office space, particularly for quality 
grade A (it has been very difficult to get regulatory approval for new office construction within 
the Kuala Lumpur CBD area since the Asian Crisis); and (b) by the introduction of REIT 
guidelines in 2005, the number of office transactions has accelerated of late. The number of 
real estate players in Malaysia has grown, with names such as CIMB-Mapletree, Singapore 
CapitaLand and MacQuarie Global Property Advisors increasing their presence here (Figure 
8).  

Figures 9 and 10 also highlight the improvement in rental rates and capital values of late. We 
estimate that recent office transactions have been priced at an implied yield of 5-7%. This 
compares with 10% for listed KLCC Property and 11% for IGB Corp, and around 3-4% for 
regional comparables. This yield gap should narrow, in our opinion. 
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Figure 7: Number of office transactions has accelerated 
Date Property Buyer Vendor Location Price 

(RMm)
Net lettable 
space (sq ft) 

or no of 
room

Price per 
sq ft or per 

room 

Occupancy 
(%)

Independent 
valuer's price 
(RM/sq ft or 

RM/room)

Jan-06 Feringgi Beach Hotel Mister Phoenix (M) 
Sdn Bhd 

AP Land Ferringhi, Penang 43.0 350 122,857 NA       157,143 

Feb-06 (under construction) 
Office Tower 

Lembaga Tabung 
Amanah Tentera 

Boustead 
Holdings 

Mutiara Damansara 168.3 336,655 500 U/C 530

Feb-06 Menara HLA Tower REIT GuocoLand Jalan Kia Peng 221.0 396,820 557 n/a n/a

Mar-06 (under construction) 
Office Tower 

Hong Leong Bank unit of Hong 
Leong Co 

PJ 86.3 194,489 444 U/C 444

Apr-06 Lot 24, Bandar Sultan 
Sulaiman Industrial Area 

AXIS REIT EC Distribution Port Klang 10.3 130,000 79 100% 104

May-06 Menara Ambank AMFirst REIT AmBank Bhd Jln Yap Kwan Seng 230.0 458,882 501 92% 501

May-06 Ambank Group 
Leadership Centre 

AMFirst REIT AMFirst Prop 
Trust 

Jalan Raja Chulan 199.0 417,967 476 n/a 476

Jun-06 Menara Genesis Not disclosed Not disclosed Jalan Sultan Ismail, 
KL 

53.6 134,000 400 n/a n/a

Jun-06 Bangunan MAS PNB MAS Jln Sultan Ismail, 
KL 

130.0 270,000 481 n/a n/a

Aug-06 Sucasa Service 
Apartments 

KL City Corp Bhd IGB/Topway/Hi
com Prop 

Jalan Ampang 53.0 179 296,089 78% n/a

Aug-06 Empire Tower MacQuarie Global 
Property Advisors 

AP Land Jalan Ampang 269.8 580,188 465 80% 505

Aug-06 City Square MacQuarie Global 
Property Advisors 

AP Land Jalan Ampang 170.0 303,000 561 75% 561

Aug-06 Crown Princess Hotel MacQuarie Global 
Property Advisors 

AP Land Jalan Ampang 239.8 571 420,000 59% 420,315

Aug-06 Plaza Ampang MacQuarie Global 
Property Advisors 

Low Yat & 
Sons Realty 

Jalan Ampang 80.0 n/a n/a n/a n/a

Aug-06 Wisma Denmark Great Eastern Not disclosed Jalan Ampang 150.0 273,000 549 n/a n/a

Aug-06 Westin Hotel Newood Assets  Ireka Corp Jalan Bukit Bintang 455 452 1,006,637 69% 1,006,637

Sep-06 Casuarina Beach Resort HPL Properties (SEA)  IOI Corp Bhd Ferringhi, Penang 43 177 242,938 n/a

Sep-06 Sheraton Subang Far East Consortium 
Int’l 

SPV of Faber 
Group) 

SS12/1, Subang 
Jaya 

140 502 278,884 n/a 288,845

Oct-06 Menara ING Tower REIT ING Insurance Jalan Raja Chulan 75 151,372 495 100% 495
Source: Deutsche Bank, company announcements 

Figure 8: KL has the lowest office rental rate (2Q06)  Figure 9: KL office sector is undervalued (2Q06) 
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If there is one competitive advantage Malaysia truly has over its Asian competitors, it is its 
under-appreciated tourism industry. 2007 is “Visit Malaysia Year” and the Government has 
started to advertise aggressively overseas to drive tourist arrivals to 20.1m in 2007 versus 
16.4m last year or 24.6m projected by 2010. In fact, under the 9MP, the Government expects 
total tourism receipts to rise by 13.9% pa to RM54.9bn by the same period (Figure 10). We 
are bullish on the tourism theme and recommend KLCC Property, IGB Corp, Resorts World 
and Landmarks for exposure to this sector.  

Figure 10: Tourist arrivals to accelerate moving into 2007 
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M&A activity has risen. Just recently, the consolidation theme took off in the construction 
sector with IJM’s recent proposal to acquire Road Builder. In the Chinese Newspaper 
segment both Nanyang (NAN MK, RM4.10, NR) and Sin Chew now share a common 
shareholder. AMCORP (AMC MK, RM1.39, NR) is about to be privatized by its major 
shareholder Tan Sri Azman Hashim, just to name a few.  

The banking sector should be next, in our opinion. The most recent transaction, i.e., the 
acquisition of Southern Bank by Bumi-Commerce, was priced at 1.9x P/B and 2.5x P/NTA 
(before clean-up) or 2.4x P/B and 2.9x P/NTA post provisioning. It is quite unlikely that the 
remaining small banks, if sold, would command the same premium multiples. However, 
growing (foreign) competition and the need for capital (to meet BASEL II requirements by 
2008) should spur on the next stage of consolidation within the banking sector. Smaller banks 
are likely to be in focus again.  

Figure 11: Valuations for banks under coverage by DB 
Company BB Code Ratings/Target 

Price 
Share 
Price 
(RM) 

Market Cap 
(US$ m) 

P/BV - 
FY06 (x)

P/BV - 
FY07 (x)

FY06 EPS 
(RM) 

FY07 EPS 
(RM) 

P/E - 
FY06 (x) 

P/E - 
FY07 
(x) 

Yield - 
FY06  

Yield - 
FY07 

ROE - 
FY06 

ROE - 
FY07 

AMMB* AMM MK Hold/RM2.35 2.65 1,547 1.06 0.99 0.19 0.24 13.95 11.04 1.9% 2.3% 7.9% 9.3% 

BCHB CAHB MK Buy / RM7.90 6.85 5,927 2.02 1.81 0.41 0.53 16.91 13.02 1.6% 2.1% 13.0% 15.1%

HLBank HLBK MK Buy / RM6.10 5.30 2,294 1.80 1.70 0.34 0.40 15.59 13.25 3.4% 4.2% 11.7% 13.1%

Maybank MAY MK Buy / RM12.80 11.10 11,641 2.38 2.23 0.81 0.89 13.70 12.47 5.0% 5.2% 17.7% 18.4%

Public Bank PBKF MK Hold / RM6.60 6.90 6,523 2.88 2.67 0.47 0.52 14.68 13.29 4.4% 4.9% 20.2% 20.8%
Source: Deutsche Bank, Bloomberg 
AMMB has dividend yield of 1.8%, hence there is no mismatch with DB’s rating structure. 
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Q7 - What about the valuations of the overall market? 

At first glance, Malaysia’s market valuations can be quite off-putting to most investors. In 
fact, Malaysia has never ranked highly in a regional context when it comes to valuations. The 
market has always been expensive vis-à-vis its regional peers, particularly post crisis. This is 
mainly because a large chunk of the market is still owned by the Government-related 
agencies, accounting for c.36% of the market. These companies are either undergoing 
restructuring or have low free float, hence, valuations tend to be ‘unusually’ steep. However, 
two key trends do stand out.  

First, earnings momentum has picked up again (Figure 13). This is due to a combination of an 
11% tariff increase for Tenaga in June 06, improving palm oil prices and a fast-expanding 
order book for most of the contractors. Secondly, the premium in which the market trades 
against the region has narrowed significantly. Malaysia is now trading at 15.6x PER 2006 or a 
9% premium to the region (versus average historical premium of 15-20%) and 2.1x P/B or at 
par with the region (versus average historical premium of 15-20).  

Also, increasingly Malaysian companies are returning more to shareholders. Dividend yield of 
3.5-3.6% for 2006 and 2007 is now above the regional average of 2.9-3.1%. Also, companies 
are returning more to shareholders. For example, cash-rich BURSA has just declared a 
RM0.28/share special dividend or 189% pay-out ratio. POS Malaysia is returning to 
shareholders RM785m or RM1.50/share.  

On the overall market, we have a bottom-up KLCI index target of 1,075, offering upside of 
9% or 13% total return with net dividend yield of 3.6%. Like we had mentioned earlier, we 
believe the street, and ourselves included, may have under-estimated potential capital 
repayments in the form of special dividends for the larger cap stocks like Maybank, Public 
Bank, KL Kepong, BURSA to name a few.  

Figure 12: 2005 EPS growth projection  Figure 13: 2006 EPS growth projection 
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Figure 14: DB’s regional valuations 
 2006F      2007F      

Markets PER (x) PB(x) ROE % EPS 
growth %

Div yield 
% 

Net D/E % PER (x) PB(x) ROE % EPS 
growth % 

Div yield 
% 

Net D/E %

China 13.8 2.4 18.9 23.3 2.7 20.7 12.9 2.2 17.7 6.8 3.0 17.8 

Hong Kong 16.3 1.9 11.6 13.9 3.5 21.0 14.7 1.8 12.0 11.0 3.8 17.4 

Korea 11.8 1.5 13.3 -6.8 2.0 20.4 10.0 1.3 14.0 17.8 2.0 16.1 

India 16.7 3.2 21.6 15.6 1.7 0.7 14.9 2.8 20.6 12.3 2.0 -5.3 

Taiwan 13.9 2.1 15.8 16.6 4.0 12.7 11.8 1.9 17.0 17.1 4.1 11.7 

Singapore 17.0 2.0 12.0 12.6 3.3 24.8 15.5 1.8 12.3 9.2 3.0 19.7 

Malaysia 15.6 2.1 14.0 12.2* 3.6 31.8 13.6 2.0 15.3 11.8* 3.5 24.7 

Thailand 10.2 2.1 21.6 8.7 3.7 45.9 9.4 1.8 20.5 8.6 4.1 36.8 

Indonesia 15.0 3.1 22.7 23.7 2.0 32.1 13.1 2.7 22.3 14.5 2.6 17.3 

Philippines 16.0 2.4 15.6 4.3 2.9 39.9 13.2 2.2 17.3 20.8 3.9 32.1 

Regional avg.  14.2 2.1 15.8 12.7 2.9 20.2 12.8 1.9 15.7 11.7 3.1 16.1 
Source: Deutsche Bank, * excluding MAS 

Figure 15: P/B premium has eroded to parity  Figure 16: PER premium narrowing 
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Figure 17: Bottom-up KLCI target based on DB’s universe of stock is 1,075 
  Share Market cap KLCI FY06E FY07E FY06E FY07E FY06E FY07E Target Price Upside

Stock BB Code price RM US$m Weight EPS 
growth %

EPS 
growth %

PER (x) PER (x) divi yield % divi yield % RM

Maybank ^ MAY MK 11.10 11746.3 7.9% 5.2% 9.9% 13.7 12.5 5.0% 5.2% 12.80 15.3%

Tenaga ^ TNB MK 9.95 11684.8 7.9% 66.7% 2.9% 14.2 13.8 1.5% 1.9% 12.20 22.6%

MISC - F ^ MISF MK  8.90 8968.4 6.0% -13.9% 5.9% 13.1 12.4 3.4% 3.6% 9.50 6.7%

Telekom T MK  8.80 8139.7 5.5% 36.7% 6.0% 13.1 12.4 3.8% 4.0% 9.40 6.8%

Public Bank-F PBKF MK  6.90 6476.2 4.4% 4.3% 10.2% 14.1 12.8 4.5% 4.9% 6.60 -4.3%

Maxis MAXIS MK  8.90 6161.5 4.1% -7.2% 6.5% 11.6 10.9 6.0% 6.3% 8.75 -1.7%

Bumiputra Commerce CAHB MK  6.85 5970.7 4.0% 33.3% 30.0% 17.1 13.2 1.6% 2.0% 7.90 15.3%

IOI Corp ^ IOI MK  17.20 5807.4 3.9% 48.4% 2.1% 18.1 17.7 3.4% 3.4% 18.70 8.7%

Genting GENT MK  26.50 5171.5 3.5% 27.5% 17.0% 15.1 12.9 0.9% 1.0% 29.00 9.4%

Petronas Gas ^ PTG MK 8.80 4824.9 3.2% 2.0% 2.0% 17.3 16.9 3.6% 3.6% 8.80 0.0%

Sime Darby ^ SDY MK 6.10 4160.2 2.8% -8.5% 11.6% 14.2 12.7 3.3% 3.3% 5.40 -11.5%

PLUS PLUS MK  2.96 3945.2 2.7% 68.8% 3.7% 11.0 10.6 2.7% 2.4% 2.80 -5.4%

BAT ROTH MK  42.50 3305.1 2.2% 10.6% 1.6% 16.9 16.7 5.4% 5.5% 39.00 -8.2%

Astro ^ ASTR MK  4.96 2630.9 1.8% 25.0% 26.7% 33.1 26.1 1.4% 1.8% 6.00 21.0%

Digi DIGI MK  11.90 2445.2 1.6% 34.9% 29.4% 14.0 10.8 16.0% 6.9% 12.40 4.2%

Malakoff ^ MAL MK  9.90 2426.8 1.6% 53.1% 36.0% 13.2 9.7 3.0% 4.0% 10.35 4.5%

KL Kepong KLK MK  11.80 2284.0 1.5% 5.2% 27.9% 19.3 15.1 2.7% 2.9% 12.60 6.8%

Hong Leong Bank ^ HLBK MK  5.30 2272.8 1.5% 17.6% 15.0% 13.3 11.5 4.2% 4.7% 6.10 15.1%

B Sports Toto ^ BST MK  4.54 1695.3 1.1% -6.5% 10.3% 15.7 14.2 17.4% 6.8% 4.90 7.9%

AMMB ^ AMM MK  2.65 1558.5 1.0% 11.8% 26.3% 13.9 11.0 1.9% 2.3% 2.35 -11.3%

MAS MAS MK  3.54 1194.9 0.8% nm nm nm 70.8 0.0% 0.0% 4.00 13.0%

UMW Holdings UMWH MK  7.35 1016.8 0.7% 0.0% 12.5% 13.1 11.7 3.7% 4.2% 8.10 10.2%

AirAsia ^ AIRA MK  1.50 965.2 0.6% 20.0% 33.3% 25.0 18.8 0.7% 1.3% 1.17 -22.0%

Bursa Malaysia BURSA MK  6.10 843.2 0.6% 37.5% 63.6% 27.7 16.9 2.8% 4.6% 8.00 31.1%

IJM ^ IJM MK  6.20 841.3 0.6% 15.6% 16.2% 16.8 14.4 1.8% 1.9% 7.65 23.4%

Transmile TGB MK  13.00 840.8 0.6% 74.3% 14.8% 21.3 18.6 0.2% 0.2% 14.70 13.1%

Gamuda ^ GAM MK  3.96 817.2 0.6% -5.0% 21.1% 20.8 17.2 3.0% 3.0% 3.00 -24.2%

Proton ^ PROH MK  4.78 716.2 0.5% 266.7% -3.0% 14.5 14.9 2.1% 2.1% 7.30 52.7%

SP Setia Bhd SPSB MK  3.96 712.8 0.5% 9.7% 8.8% 11.6 10.7 5.3% 5.6% 4.20 6.1%

Star Publications STAR MK  3.32 679.9 0.5% 10.5% 4.8% 15.8 15.1 4.5% 4.5% 3.45 3.9%

IGB IGB MK  1.54 601.7 0.4% 28.6% 2.2% 17.1 16.7 1.3% 1.3% 2.08 35.1%

KLCC Prop ^ KLCC MK  2.35 598.8 0.4% 7.1% 13.3% 15.7 13.8 3.4% 3.8% 2.90 23.4%

MPI ^ MPI MK  10.00 569.3 0.4% 8.5% 2.0% 19.6 19.2 4.3% 4.3% 13.50 35.0%

Road Builder ^ RBH MK  2.91 415.8 0.3% 21.4% 23.5% 17.1 13.9 2.4% 2.7% 3.80 30.6%

Litrak ^ LTK MK  2.79 368.9 0.2% -6.3% 66.7% 18.6 11.2 2.5% 2.5% 4.00 43.4%

Scomi SGB MK  0.88 242.3 0.2% -46.7% 25.0% 11.0 8.8 1.1% 1.1% 1.35 53.4%

Unisem UNI MK  1.54 182.4 0.1% 80.0% 55.6% 17.1 11.0 5.2% 5.2% 2.50 62.3%

NSTP ^ NST MK  1.80 105.9 0.1% nm 11.1% 20.0 18.0 2.2% 3.3% 1.50 -16.7%

Courts Mammoth ^ CRTM MK  0.79 56.0 0.0% nm 42.9% 11.3 7.9 3.8% 5.1% 1.20 51.9%

KLCI upside      8.6%

Implied KLCI target  1,075    
Source: Deutsche Bank, Bloomberg, ^ are for FY07 and FY08 
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Q8 - So how can I get the best performance out of Malaysia? 

Be very stock specific. Ignore the KLCI index level.  

The problem with the market is – the big caps tend to be expensive on a valuation basis 
when compared to their regional peers. Furthermore, the pipeline for IPOs of size is limited in 
the near to medium term. Although there are lots of interesting small companies listed in 
Malaysia, unfortunately most are too illiquid or too small for the average hedge fund or long 
only institutional fund.  

Yes, Malaysia has been a laggard market this year. In US$ terms, the market has only just 
started to outperform the MSCI Asia ex-Japan benchmark in US$ terms (Figure 20). Still the 
best way to extract performance out of Malaysia is to be very stock specific – pick winners, 
not sectors. Unless a structural change occurs with the market, Malaysia will remain a stock-
pickers market.  

We have identified five key stocks for outperformance into 2007. These companies are either 
leaders in their industries and/or restructuring for the better under new management. More 
importantly, we see specific catalysts over the next 12 months for these stocks to re-rate 
upwards. These companies are Tenaga, Bumi-Commerce, IOI Corp, Transmile and KLCC 
Property. Also, we continue to be bullish on the construction names and here, we prefer 
Road Builder as a cheaper entry into IJM Corp.   

Refer to page 16 onwards for detailed write ups on our five ‘high-conviction’ calls.  

Figure 18: DB’s ‘high conviction’ calls into 2007 
 Share 

price 
Market 

cap 
Target 
Price 

PER (x) P/B (x)  Divi 
yield (%) 

ROE (%)

Company BB Code (RM) (US$m) (RM) Rec Upside FY06E FY07E FY06E FY07E FY06E FY07E FY06E FY07E

Tenaga Nasional TNB MK 9.95 11,601 12.20 Buy 22.6% 14.2 13.8 1.9 1.7 1.5 1.9 14.0 11.3

Bumi-Commerce CAHB MK 6.85 5,927 7.90 Buy 15.3% 17.1 13.2 2.0 1.8 1.6 2.0 13.0 15.1

IOI Corp * IOI MK 17.20 5,807 18.70 Buy 8.7% 18.1 17.7 3.3 3.0 3.4 3.4 19.1 18.2

Transmile TGB MK 13.00 841 14.70 Buy 13.1% 21.3 19.4 2.8 2.2 0.3 0.3 14.5 13.5

KLCC Properties KLCC MK 2.35 601 2.90 Buy 23.4% 15.7 13.8 0.7 0.6 3.4 3.8 7.0 6.5
Source: Deutsche Bank, *IOI has a dividend yield of 3.4%, hence there is no mismatch with DB’s rating structure. 
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Figure 19: Performance in local currency YTD  Figure 20: Performance in US$ YTD 
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Q9 - What are your long-term concerns for the market, if any? 

It can be summed up in three critical issues, in no particular order.  

First, the Malaysian market has been marginalised over the years (Figure 21). Too often we 
hear foreign institutional fund managers commenting as “why should we bother with the 
Malaysian market, its too small a weighting to worry about now”. No longer are investors 
using capital controls or the lack of financial disclosure as excuses. Instead, most moan about 
the lack of liquid mid to big caps, particularly when the IPO pipeline has been so weak this 
year (Figure 22).  

Secondly, further liberalization in the fund management industry means Malaysians are 
increasingly given the opportunity to invest offshore. This is clearly a positive step by the 
regulators/authorities but the market has to accept trading at lower valuations over time as 
the ‘trapped’ liquidity argument for premium valuations no longer holds.  

Thirdly, though not directly related to the market, is education. We know there are no quick 
fixes for education but despite the vast sums poured into education, we still believe a radical 
change is required. If Malaysia can’t be the most competitive destination for manufacturing, it 
is critical that its ‘human capital’ matches up to regional peers. So, unless the country 
addresses the large class room sizes, poor quality of English taught, woefully inadequate 
qualified teaching staff and supporting infrastructure, Malaysia runs the risk of being 
marginalised further as an FDI destination long term. 

Furthermore, with 50% of the country’s population below the age of 25, the current 
education infrastructure system will soon be stretched further. Furthermore, most Chinese 
families are sending their children to Chinese schools (perceived to be more academic). 
Affluent Malaysians are sending their children to private or semi-private schools. The 
consequence of having a perceived weak local education system is the polarization of local 
society, differentiated by race, in most cases, and more worrying, from a young age.  



6 November 2006 Strategy Malaysia Strategy  

Deutsche Bank AG/Hong Kong Page 15 

Figure 21: Malaysia’s declining weights in MSCI indices 
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Figure 22: Limited mid to large (Mainboard) IPOs on BURSA YTD 
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Figure 23: Malaysia’s market capitalization appears to be stagnating  
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Q10 - That’s worrying. On a final note do you think these 
concerns will be addressed in the medium term? 

Yes, we believe so, but the authorities must act soon. To reverse being marginalised further, 
two critical events must take place, in our opinion.  

The first is to ensure that the Government and its related agencies par down their holdings in 
the market to increase free float. We understand that the Government has long-term 
intentions to do so but timing remains uncertain.  

The second is to liberalise further listing requirements on BURSA. There has been a tide of 
new listings in the region, but not in Malaysia. Figure 22 shows there have been only 5 IPOs 
on the Main board YTD and none are big caps. The 30% bumiputra shareholding requirement 
prior to listing, we believe, is deterring larger companies listing here. No doubt this is a 
sensitive topic but it is also an issue which needs to be addressed as regional bourses like 
SGX are already attracting Malaysian owned businesses to list offshore. To stay relevant as a 
market in a regional context, these issues, we hope, will be addressed soon.   

Thanks for your time. More coffee? 
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Charting higher territory 
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DB expects PPA and gas price review to be concluded by 1H 2007 
We believe the on going Power Purchase Agreement (PPA) renegotiation and gas 
price review are likely to be concluded by 1H 2007. This should be the next re-
rating catalyst as it provides earnings clarity and remove uncertainty on fuel cost 
risk. We remain confident that Tenaga will not be adversely affected by any future 
gas price upwards adjustment. Every 10% increase in gas cost means an 
additional RM340m in fuel expense or 8% change to Tenaga’s FY07 core net 
profit if without corresponding tariff increase or other savings. On the other hand, 
there could be earnings upside surprises if PPA cost savings more than offset 
higher gas cost. Elsewhere, Tenaga is looking to divest its 92.5% owned 
Indonesian coal venture and manage future coal supply requirement via longer 
term supply contract. 

FCF rising, gearing falling and dividend yield should improve 
With demand growth projected to grow at 5-6% pa and the full impact of net 
11.4% tariff hike, FY07 core net profit is projected to surge 65%. Growth is 
projected to taper off to 3-4% pa thereafter assuming no savings from PPA, no 
write back from impairment loss or other major cost reduction initiatives. 
Meanwhile, FCF is projected to rise, given well contained annual capex of 
RM4bn, cash proceeds from the on going land bank divestment and payment 
from delinquent account. This is a marked improvement compared to negative 
FCF three years ago and should translate into higher dividend yield, going 
forward. There is room to increase net payout from current DB forecast of 20-
30% and raise ROCE if a more aggressive capital management strategy is 
adopted. 

TP of RM12.20 offers 22% upside 
Tenaga’s DCF-derived TP of RM12.20 is based on WACC of 6.9% (Ke of 8.8% 
and cost of debt of 6%), no further tariff hike and terminal growth of 3%. And at 
14.1x calendarised 07PER, valuation is not overly demanding relative to the 
market’s 13.6x as well as historical 2-year PER band of 14.3-28.0x. A stronger 
ringgit, clarity on gas price issue and IPP cost savings are some positive catalysts 
to re-rate the company. Downside risks include sharp economic downturn and 
higher gas cost without corresponding tariff increase or IPP savings to offset. 
Forecasts and ratios      

Year End Aug 31 2005A 2006A 2007E 2008E 2009E

Sales (MYRm) 18,977.5 20,384.2 22,957.2 24,221.0 25,446.7

EBITDA (MYRm) 5,524.0 6,830.0 8,111.4 8,253.0 8,726.7

Reported NPAT (MYRm) 1,280.0 2,126.9 2,944.8 2,666.5 2,923.6

Reported EPS (MYR) 0.32 0.52 0.70 0.63 0.69

DB EPS FD (MYR) 0.29 0.42 0.70 0.72 0.74

DB EPS growth (%) -15.5 45.6 65.2 3.7 2.6

PER (x) 29.7 20.3 14.2 13.7 13.4

EV/EBITDA (x) 11.1 8.5 7.6 7.2 6.5

DPS (net) (MYR) 0.09 0.11 0.15 0.18 0.22

Yield (net) (%) 1.1 1.2 1.5 1.9 2.2
Source: Deutsche Bank estimates, company data 

1 DB EPS is fully diluted and excludes non-recurring items 
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses the 
year end close 

Buy 
Price at 1 Nov 2006 (MYR) 9.95
Price target - 12mth (MYR) 12.20
52-week range (MYR) 10.10 - 7.48
KLCI 986
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Tenaga Nasional BHD (R.H. Scale)

Performance (%) 1m 3m 12m
Absolute 2.6 8.2 24.4
KLCI 1.9 5.3 8.3

 
Stock data 

Market cap (MYRm) 41,716
Market cap (USDm) 11,429
Shares outstanding (m) 4,192.5
Major shareholders Khazanah Nasional (38.5%)
Free float (%) 15

 
Key indicators 

ROE (%) 14.0
Net debt/equity (%) 88.3
Book value/share  (MYR) 5.34
Price/book (x) 1.9
Net interest cover (x) 3.9
Operating profit margin (%) 20.9
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Asia
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Tenaga
Reuters code TENA.KL
Buy
Price as at 01-Nov RM9.95
Target Price RM12.20

Company Website
http://www.tnb.com.my

Company description
Tenaga Nasional Berhad transmits, distributes, and
sells electricity under license issued by the Director
General of Electricity Supply. Through its subsidiaries,
the Company manufactures, sells and repairs
transformers and switchgears. Tenaga Nasional also
provides project management and consultancy,
engineering works and energy project development
services.

Research Team

Aun Ling Chia, CFA
+60 3 2053 6768 aun-ling.chia@db.com

David Clark
+852 2203 6149 david-j.clark@db.com

Absolute Price Return(%)

0% 8% 16% 24% 32%
24%

8%
3%1m

12m
3m

52-week Range: RM7.48 - RM10.10
Market Cap (m): RM 42,436

US$ 11,631

Company identifiers
Bloomberg TNB MK
Cusip NA
SEDOL 6904612

Y/E 31 August 2001 2002 2003 2004 2005 2006 2007E 2008E 2009E
SUMMARY
Reported EPS (RM) 0.54 0.25 0.27 0.21 0.32 0.52 0.70 0.63 0.69
P/E ratio (Reported) (x) 16.1 33.4 26.4 37.1 26.8 16.5 14.2 15.9 14.5
Reported EPS growth (%) 57.8 -54.6 11.0 -23.8 54.6 62.1 34.8 -10.7 9.4
DB EPS FD (RM) 0.49 0.26 0.28 0.34 0.29 0.42 0.70 0.72 0.74
P/E ratio (DB) (x) 17.8 32.2 26.1 22.5 29.7 20.3 14.2 13.7 13.4
Operating CFPS (RM) 1.00 0.98 0.02 1.27 1.26 1.66 1.50 1.51 1.60
Free CFPS (RM) -0.17 -0.23 -0.87 0.09 0.25 0.74 0.48 0.60 0.66
P/CFPS (x) 8.7 8.4 343.5 6.1 6.8 5.2 6.6 6.6 6.2
DPS (RM) 0.06 0.06 0.07 0.08 0.09 0.11 0.15 0.19 0.22
Dividend yield (%) 0.7 0.7 1.0 1.1 1.1 1.2 1.5 1.9 2.2
BV/Share (RM) 4.22 3.64 3.59 3.76 4.00 4.70 5.34 5.81 6.33
Price/BV (x) 2.05 2.17 2.01 2.13 2.20 1.97 1.86 1.71 1.57
Weighted average shares (m) 3,883 3,887 3,890 3,913 3,981 4,081 4,193 4,250 4,261
Average market cap (RM m) 33,833 31,949 27,993 30,192 34,319 35,063 42,436 42,436 42,436
Enterprise Value (RM m) 60,209 58,870 56,791 58,688 61,375 58,112 62,567 60,090 57,235
EV/Sales 4.2 3.8 3.5 3.3 3.2 2.9 2.7 2.5 2.2
EV/EBITDA 13.1 13.1 11.3 10.3 11.1 8.5 7.7 7.3 6.6
EV/EBIT 22.9 26.3 21.7 19.2 22.5 16.6 13.0 12.5 11.2
EV/Operating Capital 1.4 1.3 1.1 1.2 1.2 1.1 1.2 1.1 1.1

INCOME STATEMENT (RM m)
Sales revenue 14,363 15,375 16,458 17,712 18,978 20,384 22,957 24,221 25,447
Operating EBITDA 4,611 4,478 5,035 5,690 5,524 6,830 8,111 8,253 8,727
Depreciation 1,977 2,243 2,422 2,640 2,793 3,320 3,305 3,462 3,625
Amortisation 0 0 0 0 0 0 0 0 0
Operating EBIT 2,634 2,235 2,613 3,050 2,732 3,510 4,807 4,791 5,102
Net interest income (expense) -1,027 -1,045 -1,252 -1,255 -1,308 -1,298 -1,235 -1,107 -942
Associates/affiliates 125 143 102 80 91 18 15 16 16
Investment and other income/expense 319 257 244 1 177 31 353 355 306
Exceptionals/extraordinaries 142 -77 -59 -394 127 491 -75 -468 -295
Income tax expense 123 573 584 675 496 590 863 853 1,192
Minorities/preference dividends -35 -15 3 -6 43 35 57 67 73
Net income 2,105 956 1,062 814 1,280 2,127 2,945 2,666 2,924

CASH FLOW (RM m)
Cash flow from operations 3,895 3,800 82 4,981 5,031 6,793 6,284 6,425 6,811
Movement in net working capital -520 377 -1,128 401 424 337 -551 31 -199
Capex -4,537 -4,683 -3,480 -4,627 -4,048 -3,790 -4,253 -3,882 -3,979
Free cash flow -643 -883 -3,398 354 983 3,004 2,031 2,543 2,832
Other investing activities -22 -13 211 165 -43 -35 -57 -67 -73
Equity raised/(bought back) 4 43 0 306 611 838 929 0 200
Dividends paid -246 -227 -228 -269 -418 -279 -614 -660 -790
Net inc/(dec) in borrowings 654 912 1,685 1,574 -2,499 -2,873 -2,591 -1,401 -1,611
Other financing cash flows 1,128 359 1,995 -289 507 784 587 242 447
Total cash flows from financing 1,540 1,087 3,452 1,323 -1,800 -1,531 -1,689 -1,820 -1,754
Net cash flow 90 246 282 2,413 -1,001 1,113 359 1,125 1,300
Movement in net debt/(cash) 564 666 1,404 -839 -1,498 -3,986 -2,950 -2,526 -2,911

BALANCE SHEET (RM m)
Cash and other liquid assets 918 1,165 1,447 3,860 2,859 3,972 4,330 5,455 6,756
Tangible fixed assets 48,270 50,711 51,768 53,444 54,721 55,201 56,171 56,612 56,988
Goodwill 0 0 0 0 0 0 0 0 0
Other intangible assets 0 0 0 0 0 0 0 0 0
Associates/investments 1,117 1,197 760 545 489 519 512 507 501
Other assets 4,280 3,993 5,982 5,533 5,426 5,401 6,201 6,352 6,642
Total assets 54,585 57,066 59,957 63,382 63,495 65,092 67,215 68,926 70,887
Interest bearing debt 28,316 29,228 30,913 32,487 29,988 27,116 24,525 23,123 21,512
Other liabilities 9,843 13,645 15,000 16,004 17,306 18,430 19,825 20,865 22,030
Total liabilities 38,159 42,873 45,913 48,491 47,294 45,546 44,349 43,988 43,542
Shareholders’ equity 16,378 14,148 13,965 14,798 16,086 19,425 22,687 24,693 27,026
Minorities 48 45 78 92 115 121 178 245 318
Total shareholders’ equity 16,426 14,192 14,043 14,890 16,201 19,547 22,865 24,938 27,344
Net working capital -34 -156 2,392 1,965 1,590 1,270 1,697 1,695 1,760
Net debt/(cash) 27,398 28,063 29,467 28,627 27,130 23,144 20,194 17,668 14,757
Capital 43,824 42,256 43,510 43,517 43,330 42,691 43,060 42,606 42,101

RATIO ANALYSIS
Sales growth (%) 4.7 7.0 7.0 7.6 7.1 7.4 12.6 5.5 5.1
Op. EBITDA/sales (%) 32.1 29.1 30.6 32.1 29.1 33.5 35.3 34.1 34.3
Op. EBIT/sales (%) 18.3 14.5 15.9 17.2 14.4 17.2 20.9 19.8 20.1
Payout ratio (%) 10.6 23.8 25.2 39.2 29.0 20.4 21.8 29.5 32.4
ROE (%) 13.6 6.3 7.6 5.7 8.3 12.0 14.0 11.3 11.3
Return on Capital (%) 7.2 3.8 4.4 3.7 5.1 7.2 9.1 8.3 8.5
Operating Return on Capital (%) 5.8 3.2 3.6 3.9 3.8 5.1 7.3 7.2 7.1
Capex/sales (%) 31.6 30.5 21.1 26.1 21.3 18.6 18.5 16.0 15.6
Capex/depreciation (x) 2.3 2.1 1.4 1.8 1.4 1.1 1.3 1.1 1.1
Net debt/equity (%) 166.8 197.7 209.8 192.3 167.5 118.4 88.3 70.8 54.0
Net interest cover (x) 2.6 2.1 2.1 2.4 2.1 2.7 3.9 4.3 5.4
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Reuters: BUCM.KL Bloomberg: CAHB MK  

Focused growth agenda; 
Earnings upgrade momentum   
Irene Chin 
Research Analyst 
(+60) 3 2053 6767 
irene.chin@db.com 

  

 

Ignore the noises; this stock has strong earnings upgrade momentum 
Strong sentiment is reflected in the share price and continued rise in foreign 
shareholding, from an already high level. Management is confident of achieving 
15.5% ROE for 2007, which is ahead of IBES mean of 14.2% and DB’s 15.1%. 
Upgrade momentum will accelerate as integration picks up. This, we believe, is 
the re-rating catalyst for BCHB in 2007. Targets and integration milestones are 
clearly defined. CEO Dato’ Nazir remains committed to a synergy number 
between CIMB and SBB of RM200m PBT p.a. over next three years.  
Into merger implementation; sustaining focus and momentum  
Integration and rebranding is gaining momentum. There have been process 
improvements such as shorter queue times and lower procurement costs. 
Collection infrastructure has improved. Deposit gathering has exceeded targets, 
which implies that the CIMB brand is working. Execution risks are manageable. A 
dominant shareholder like Khazanah helps. That, coupled with management 
strength and commitment (especially the CEO's) raises the probability of success.  
Potential for value creation is huge, in our view  
In three to five years, it aims to be a regional bank, strong in Malaysia, Singapore 
and Indonesia. CIMB Group now ranks No. 2 in Malaysia by asset size and No. 5 
in South East Asia, after DBS, UOB, OCBC and Maybank. CIMB is already a 
regional force. CIMB topped Rating Agency Malaysia’s League Table in debt and 
equity issues for 3Q06 with a 53% market share, and also emerged top for Sukuk 
Issues (7 issues worth RM15.1bn, way ahead of No. 2 with 4 issues of RM4.6bn). 
Bank Niaga is the 7th largest bank in Indonesia and No. 2 in mortgages. There is 
synergy to be tapped between CIMB and Niaga in auto finance, treasury and 
corporate banking.   
Reaffirm Buy rating; TP of RM7.90 implies 15% upside   
Our TP of RM7.90 is based on ROE-g/COE-g, P/B of 2.1x, assuming 15.1% ROE, 
5% growth and 9.9% COE. The growth story is intact. The stock continues to 
attract foreign investors. Foreigners own 43.4% of BCHB in September, up from 
41.3% in August, highest among the banks. Risks: high foreign ownership, high 
investor expectations, execution risks and dilutive acquisitions. 

Forecasts and ratios      

Year End Dec 31 2004A 2005A 2006E 2007E 2008E

Provisioning(MYRm) 1,149.0 1,139.8 689.3 686.1 614.6

Pre-prov profit (MYRm) 2,214.6 2,469.2 2,503.0 3,027.1 3,309.2

Net profit (MYRm) 743.1 826.8 1,316.8 1,710.3 1,970.3

EPS (MYR) 0.28 0.30 0.42 0.54 0.62

PER (x) 17.2 16.9 16.4 12.6 11.0

Book value/share (MYR) 3.33 3.50 3.39 3.79 4.24

DPS (net) (MYR) 0.11 0.11 0.11 0.14 0.17

Yield (net)(%) 2.3 2.1 1.6 2.1 2.5
Source: Deutsche Bank estimates, company data 

1 DB EPS is fully diluted and excludes non-recurring items 
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses the 
year end close 

Buy 
Price at 1 Nov 2006 (MYR) 6.85
Price target - 12mth (MYR) 7.90
52-week range (MYR) 6.90 - 5.20
KLCI 986
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Performance (%) 1m 3m 12m
Absolute 3.0 12.3 24.5
KLCI 1.9 5.3 8.3

 
Stock data 

Market cap (MYRm) 21,601
Market cap (USDm) 5,918
Shares outstanding (m) 3,153.5
Major shareholders Khazanah (26%)
Free float (%) 54

 
Key indicators 

ROE (%) 13.0
Loan/deposit ratio (%) 82.3
Book value/share  (MYR) 3.39
NPL/total loans (%) 8.2
Net interest margin (%) 2.7
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Banking/Finance

Bumiputra-Commerce
Holdings
Reuters code BUCM.KL
Buy
Price as at 01-Nov RM6.85
Target Price RM7.90

Company Website
http://www.commerz.com.my

Company description
Commerce Asset-Hldgs Bhd provides commerical
banking and related financial services. Through its
subsidiaries, the Company provides management, life
assurance, leasing and nominee services. Commerce
Asset also has operation in discount house, futures
broking, and leisure and entertainment services.

Research Team

Irene Chin
+60 3 2053 6767 irene.chin@db.com

Absolute Price Return(%)
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52-week Range: RM5.20 - RM6.90
Market Cap (m): RM 21,635

US$ 5,930

Company identifiers
Bloomberg CAHB MK
Cusip NA
SEDOL 6075745

Y/E 31 December 2000 2001 2002 2003 2004 2005 2006E 2007E 2008E
DATA PER SHARE
EPS (stated) (RM) 0.22 0.15 0.22 0.31 0.28 0.30 0.42 0.54 0.62
EPS FD (stated) (RM) 0.21 0.14 0.22 0.31 0.26 0.30 0.41 0.53 0.61
EPS FD (DB adj.) (RM) 0.21 0.14 0.22 0.31 0.27 0.30 0.40 0.52 0.60
Growth Rate - EPS (stated) (%) 3.5 -33.9 52.3 37.7 -9.6 10.3 37.1 29.9 15.2
DPS 0.04 0.04 0.04 0.07 0.11 0.11 0.11 0.14 0.17
BVPS (stated) (RM) 2.24 2.32 2.77 3.00 3.33 3.50 3.39 3.79 4.24
BVPS (DB adj.) (RM) 2.24 2.32 2.77 3.00 3.33 3.50 3.39 3.79 4.24
Average market cap (RM m) 12,031 8,072 10,054 9,075 12,756 14,014 21,635 21,635 21,635
Shares in issue (m) 2,367 2,369 2,586 2,629 2,692 2,756 3,153 3,153 3,153

VALUATION RATIOS & PROFITABILITY MEASURES
P/E (stated) 23.2 23.6 17.8 11.6 17.4 16.9 16.4 12.6 11.0
P/E FD (stated) 23.9 23.8 18.0 11.6 18.1 17.3 16.9 13.0 11.3
P/E FD (DB adj.) 23.9 24.3 18.2 11.6 17.8 17.0 17.0 13.1 11.3
P/B (stated) 1.82 1.59 1.17 1.36 1.41 1.63 2.02 1.81 1.61
P/B (DB adj.) 1.82 1.59 1.17 1.36 1.41 1.63 2.02 1.81 1.61
ROE (stated) (%) 10.4 6.3 8.9 10.4 8.7 8.9 13.0 15.1 15.6
ROA (stated) (%) 0.74 0.47 0.68 0.83 0.70 0.73 0.98 1.06 1.13
Dividend yield (%) 0.84 1.26 0.95 2.03 2.25 2.09 1.57 2.10 2.51
Dividend cover (x) 5.10 3.37 5.93 4.24 2.56 2.82 3.88 3.77 3.64
Payout ratio (%) 9.9 16.1 12.1 24.5 39.6 36.0 25.8 26.5 27.5

PROFIT & LOSS (RM m)
Net interest income 1,860 1,861 2,079 2,547 2,691 2,986 3,392 3,887 4,162
Non-interest income 617 886 750 1,032 1,464 1,737 1,833 2,102 2,394
Fees & Commissions 412 395 466 665 850 969 1,211 1,435 1,650
Trading revenue 114 232 17 163 253 344 207 186 186
Insurance revenue -34 1 2 5 52 76 0 0 0
Dividend income 0 0 0 0 0 0 0 0 0
Other revenue 126 257 265 199 308 347 415 481 558
Total revenue 2,478 2,747 2,829 3,579 4,155 4,723 5,225 5,989 6,556
Total Operating Costs 1,142 1,247 1,274 1,692 1,940 2,254 2,722 2,962 3,247
Pre-Provision profit / (loss) 1,336 1,500 1,555 1,887 2,215 2,469 2,503 3,027 3,309
Bad debt expense 509 993 813 642 1,149 1,140 689 686 615
Operating Profit 827 507 742 1,244 1,066 1,329 1,814 2,341 2,695
Goodwill 5 6 7 14 13 24 0 0 0
Pre-tax associates 8 14 12 11 0 8 9 10 11
Extraordinary & Other items 0 0 0 0 0 0 0 0 0
Pre-tax profit 830 516 748 1,241 1,053 1,313 1,823 2,351 2,706
Tax 275 139 148 286 120 284 437 551 632
Minorities 36 34 34 172 198 202 69 90 104
Preference dividends 0 0 0 0 0 0 0 0 0
Stated net profit 518 342 565 782 735 827 1,317 1,710 1,970
DB adj. core earnings 517 336 561 785 746 839 1,310 1,703 1,962

KEY BALANCE SHEET ITEMS (RM m) & CAPITAL RATIOS
Risk weighted assets 43,707 48,771 56,374 57,835 66,271 72,823 102,419 114,271 127,152
Interest-earnings assets 66,504 68,531 85,005 91,270 106,543 107,050 141,272 155,862 164,015
Total loans 40,629 44,606 51,902 57,623 65,588 72,576 99,515 108,477 118,260
Total deposits 57,164 59,844 72,665 76,054 87,741 87,571 120,868 134,300 141,015
Stated Shareholder Equity 5,299 5,505 7,169 7,900 8,959 9,637 10,694 11,952 13,380
Preference share capital nm nm nm nm nm nm nm nm nm
Tier 1 capital 4,371 4,839 5,935 6,327 6,598 8,159 9,118 10,189 11,407
Tier 1 ratio (%) 10.00 9.92 10.53 10.94 9.96 11.20 8.90 8.92 8.97
Tangible equity / total assets (%) 7.36 7.40 7.84 8.07 7.97 8.49 6.93 7.04 7.48

CREDIT QUALITY
Gross NPLs / Total Loans (%) 7.51 10.27 10.25 9.05 9.57 8.69 8.25 7.34 7.34
Provisions / NPLs (%) 59.89 52.21 58.85 59.98 47.55 55.18 55.09 55.65 55.15
Bad debt chg / Avg loans (%) 1.36 2.33 1.68 1.17 1.87 1.65 0.80 0.66 0.54

GROWTH RATES & KEY RATIOS
Growth in net interest income (%) 131.6 0.0 11.7 22.5 5.6 11.0 13.6 14.6 7.1
Growth in fee income (%) 64.9 -4.0 17.8 42.8 27.8 13.9 25.0 18.5 15.0
Growth in non-interest income (%) 22.9 43.5 -15.4 37.7 41.9 18.6 5.5 14.7 13.9
Growth in revenues (%) 89.8 10.9 3.0 26.5 16.1 13.7 10.6 14.6 9.5
Growth in costs (%) 160.3 9.2 2.1 32.8 14.7 16.2 20.8 8.8 9.6
Pre-provision earnings growth (%) 54.1 12.3 3.7 21.3 17.4 11.5 1.4 20.9 9.3
Growth in bad debts (%) 20.2 95.3 -18.2 -21.0 78.8 -0.8 -39.5 -0.5 -10.4
Growth in RWA (%) 30.8 11.6 15.6 2.6 14.6 9.9 40.6 11.6 11.3
Growth in loans (%) 18.1 9.8 16.4 11.0 13.8 10.7 37.1 9.0 9.0
Growth in deposits (%) 2.1 4.7 21.4 4.7 15.4 -0.2 38.0 11.1 5.0
Loan-to-deposits ratio (%) 88.1 95.2 85.4 91.2 88.5 97.6 97.0 94.4 98.0
Net int. margin (%) 2.93 2.76 2.71 2.89 2.72 2.80 2.73 2.62 2.60
Cost income ratio (%) 46.1 45.4 45.0 47.3 46.7 47.7 52.1 49.5 49.5
Cost asset ratio (%) 1.6 1.7 1.5 1.8 1.8 2.0 2.0 1.8 1.9
Trading income / Total Rev (%) 4.6 8.5 0.6 4.6 6.1 7.3 4.0 3.1 2.8
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Likely to surprise the market, 
again. 
Su-Yin Teoh 
Strategist 
(+60) 3 2053 6770 
su-yin.teoh@db.com 

  

 

Is IOI at the cusp of a major acquisition? 
The common ‘complains’ about IOI at the moment revolve around two issues. 
First, growth to ease given limited land bank to expand its plantation assets. 
Secondly, the company’s balance sheet is likely to move into a net cash position 
by the end of FY07, putting downwards pressure on ROEs. These observations 
are correct and both issues point towards an imminent acquisition, in our opinion. 
This is not the time to ignore IOI simply because current valuations appear rich at 
18x PER vs. the market at 15x PER. To avoid dilution from the Exchangeable 
Bond, Tan Sri Lee, the major shareholder, continues to add to his shareholding, 
now at 39.7%.   
Cash pile becoming a drag on ROE (FY06: 15.5%, FY05: 19.4%) 
As of June 06, group cash and short-term funds stood at RM1.2bn, translating to 
a net gearing of just 0.2x. This is the lowest level in 10 years. Stripping out IOI 
Properties' cash position, IOI should have RM700m at the holding company level 
or RM470m ex-short-term funds. In addition, IOI proposed to raise US$500m 
exchangeable bond. We estimate that IOI can privatise IOI Properties, make an 
acquisition amounting to US$500m and still be able to raise its dividend pay-out 
ratio to 60-80% (versus 50% currently) and still not stretch its balance sheet 
beyond 0.4x gearing.  
IOI to benefit from all demand drivers for palm oil 
IOI offers investors exposure to the three critical demand drivers for palm oil. Its 
plantation assets (upstream) feed the growing demand for edible oil given palm 
oil’s competitive pricing at 20-30% discount to soybean oil. China is the biggest 
export market for Malaysia. The growing acceptance of palm oil as a trans fat free 
alternative in the confectionary market is benefiting Loders Crooklaan’s (owned by 
IOI) US and EU operations. In addition, IOI’ palm oil refinery in Holland is ‘feeding’ 
the bio-fuel, bio-diesel and food application markets.  
Buy maintained - TP RM18.70, a must own stock into for 2007 
We believe management is at the cusp of transforming its earnings base (again) 
and capital repayment may also be on the cards as well. Our target price of 
RM18.70 is based on ROE/COE model (19% ROE, 9% COE and 5% LT average 
growth). Key risk: collapse in crude oil prices and hence palm oil prices.  

Forecasts and ratios      

Year End Jun 30 2005A 2006A 2007E 2008E 2009E

Sales (MYRm) 6,070.7 6,109.7 6,971.7 7,262.7 7,369.1

EBITDA (MYRm) 1,392.0 1,333.7 1,845.2 1,920.1 1,842.8

Reported NPAT (MYRm) 873.5 843.8 1,219.4 1,273.3 1,175.3

Reported EPS (MYR) 0.78 0.74 0.96 1.00 0.92

DB EPS FD (MYR) 0.74 0.64 0.95 0.97 0.88

DB EPS growth (%) 13.9 -13.4 48.5 2.0 -9.5

PER (x) 12.3 20.0 18.0 17.7 19.5

EV/EBITDA (x) 9.1 12.5 12.2 11.6 12.0

DPS (net) (MYR) 0.29 0.38 0.59 0.59 0.59

Yield (net) (%) 3.2 2.9 3.4 3.4 3.4
Source: Deutsche Bank estimates, company data 

1 DB EPS is fully diluted and excludes non-recurring items 
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses the 
year end close 

Buy 
Price at 1 Nov 2006 (MYR) 17.20
Price target - 12mth (MYR) 18.70
52-week range (MYR) 17.70 - 12.00
KLCI 986
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Performance (%) 1m 3m 12m
Absolute 6.2 5.5 31.3
KLCI 1.9 5.3 8.3

 
Stock data 

Market cap (MYRm) 21,798
Market cap (USDm) 5,972
Shares outstanding (m) 1,267.3
Major shareholders Tan Sri Dato' Lee (39.7%)
Free float (%) 55

 
Key indicators 

ROE (%) 19.1
Net debt/equity (%) -1.0
Book value/share  (MYR) 5.27
Price/book (x) 3.3
Net interest cover (x) 36.5
Operating profit margin (%) 23.7
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IOI Corp
Reuters code IOIB.KL
Buy
Price as at 01-Nov RM17.20
Target Price RM18.70

Company Website
http://www.ioigroup.com

Company description
IOI Corporation Berhad cultivates and processes oil
palm and rubber. The Company, through its
subsidiaries, operates in property development and
investment, provides landscape services, and sells
ornamental plants and turfing grass. IOI Corporation
also manufactures industrial and medical gases, and
provides building, engineering, and construction
services.

Research Team

Su Yin Teoh
+60 3 2053 6770 su-yin.teoh@db.com
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52-week Range: RM12.00 - RM17.70
Market Cap (m): RM 21,197

US$ 5,810

Company identifiers
Bloomberg IOI MK
Cusip NA
SEDOL 6464514

Y/E 30 June 2001 2002 2003 2004 2005 2006 2007E 2008E 2009E
SUMMARY
Reported EPS (RM) 0.23 0.38 0.58 0.65 0.78 0.74 0.96 1.00 0.92
P/E ratio (Reported) (x) 11.4 11.6 9.6 11.8 11.7 17.2 17.9 17.2 18.7
Reported EPS growth (%) -21.3 61.6 53.8 12.5 20.1 -5.3 29.8 3.8 -7.7
DB EPS FD (RM) 0.23 0.38 0.58 0.65 0.74 0.64 0.95 0.97 0.88
P/E ratio (DB) (x) 11.4 11.6 9.6 11.8 12.3 19.9 18.0 17.7 19.5
Operating CFPS (RM) -0.07 0.26 0.32 0.82 0.79 0.42 1.40 1.16 1.02
Free CFPS (RM) -0.26 -0.08 0.12 0.69 0.50 0.13 1.17 0.90 0.76
P/CFPS (x) nm 17.0 17.6 9.3 11.5 30.7 12.3 14.9 16.9
DPS (RM) 0.09 0.11 0.17 0.22 0.29 0.38 0.59 0.59 0.59
Dividend yield (%) 3.4 2.5 3.1 2.8 3.2 2.9 3.4 3.4 3.4
BV/Share (RM) 2.99 3.23 3.27 3.65 4.35 4.91 5.27 5.68 6.01
Price/BV (x) 0.89 1.89 1.75 2.23 2.42 2.91 3.26 3.03 2.86
Weighted average shares (m) 841 852 943 1,092 1,117 1,139 1,267 1,275 1,275
Average market cap (RM m) 2,224 3,714 5,261 8,379 10,178 14,534 21,197 21,197 21,197
Enterprise Value (RM m) 3,522 5,257 7,847 10,935 12,601 16,546 21,953 21,622 21,439
EV/Sales 2.7 2.2 2.0 2.2 2.1 2.7 3.1 3.0 2.9
EV/EBITDA 8.6 8.6 7.7 8.4 9.1 12.4 11.9 11.3 11.6
EV/EBIT 10.1 9.9 9.0 9.7 10.4 14.5 13.3 12.6 13.1
EV/Operating Capital 0.9 1.2 1.3 1.6 1.7 2.1 2.9 2.8 2.7

INCOME STATEMENT (RM m)
Sales revenue 1,315 2,411 3,908 4,993 6,071 6,110 6,972 7,263 7,369
Operating EBITDA 408 612 1,013 1,296 1,392 1,334 1,845 1,920 1,843
Depreciation 54 78 124 146 158 169 174 179 184
Amortisation 5 6 18 22 28 22 22 22 22
Operating EBIT 349 529 871 1,128 1,206 1,141 1,649 1,719 1,637
Net interest income (expense) -37 -36 -55 -44 -78 -108 -45 -21 -11
Associates/affiliates 51 50 41 38 64 58 64 63 63
Investment and other income/expense 0 1 0 1 0 0 15 15 15
Exceptionals/extraordinaries 95 26 -44 -10 29 92 0 0 0
Income tax expense 96 116 161 220 134 211 324 362 392
Minorities/preference dividends 71 107 149 190 184 128 139 140 137
Net income 291 347 502 702 902 844 1,219 1,273 1,175

CASH FLOW (RM m)
Cash flow from operations -58 219 299 898 883 474 1,776 1,476 1,297
Movement in net working capital -110 -98 -477 -124 -148 -592 142 -144 -141
Capex -158 -286 -189 -141 -329 -323 -297 -330 -330
Free cash flow -216 -67 109 757 554 151 1,480 1,146 967
Other investing activities 182 -117 -1,492 -849 -315 -476 -54 -54 -54
Equity raised/(bought back) -5 141 489 386 0 0 0 0 0
Dividends paid -61 -83 -135 -202 -266 -414 -564 -750 -750
Net inc/(dec) in borrowings 112 63 773 156 1,170 -724 -658 -58 -9
Other financing cash flows 88 136 251 -52 129 721 480 75 102
Total cash flows from financing 135 258 1,379 288 1,033 -416 -742 -733 -657
Net cash flow 101 74 -4 196 1,273 -741 683 358 256
Movement in net debt/(cash) 11 -11 777 -40 -103 18 -1,341 -417 -265

BALANCE SHEET (RM m)
Cash and other liquid assets 432 506 502 698 1,971 1,230 1,914 2,272 2,528
Tangible fixed assets 2,123 2,665 3,818 4,567 4,770 4,926 5,051 5,202 5,348
Goodwill 79 180 416 429 448 416 389 367 345
Other intangible assets 0 0 0 0 0 0 0 0 0
Associates/investments 33 18 31 32 31 30 30 30 30
Other assets 1,998 2,230 2,819 3,119 3,285 3,710 4,160 4,348 4,508
Total assets 4,665 5,599 7,586 8,846 10,504 10,312 11,545 12,220 12,760
Interest bearing debt 1,057 1,120 1,893 2,049 3,219 2,496 1,838 1,779 1,770
Other liabilities 397 659 967 1,173 1,248 1,035 2,154 2,278 2,319
Total liabilities 1,454 1,779 2,860 3,223 4,467 3,531 3,991 4,057 4,090
Shareholders’ equity 2,538 2,892 3,530 4,253 4,862 6,034 6,722 7,245 7,670
Minorities 673 928 1,195 1,205 1,175 747 832 918 1,000
Total shareholders’ equity 3,211 3,820 4,726 5,458 6,038 6,781 7,554 8,163 8,671
Net working capital 237 335 811 935 1,084 1,675 1,533 1,676 1,817
Net debt/(cash) 625 614 1,391 1,351 1,248 1,265 -76 -492 -758
Capital 3,836 4,435 6,117 6,810 7,286 8,046 7,478 7,670 7,913

RATIO ANALYSIS
Sales growth (%) 0.7 83.3 62.1 27.8 21.6 0.6 14.1 4.2 1.5
Op. EBITDA/sales (%) 31.0 25.4 25.9 26.0 22.9 21.8 26.5 26.4 25.0
Op. EBIT/sales (%) 26.6 21.9 22.3 22.6 19.9 18.7 23.7 23.7 22.2
Payout ratio (%) 26.0 26.5 32.3 33.7 36.4 50.7 61.1 58.9 63.8
ROE (%) 12.2 12.8 15.6 18.0 19.8 15.5 19.1 18.2 15.8
Return on Capital (%) 8.8 9.1 10.4 11.4 13.8 12.1 16.2 17.0 15.2
Operating Return on Capital (%) 7.2 10.1 13.5 14.1 15.3 12.0 17.2 18.1 16.2
Capex/sales (%) 12.0 11.9 4.8 2.8 5.4 5.3 4.3 4.5 4.5
Capex/depreciation (x) 2.9 3.7 1.5 1.0 2.1 1.9 1.7 1.8 1.8
Net debt/equity (%) 19.5 16.1 29.4 24.8 20.7 18.7 -1.0 -6.0 -8.7
Net interest cover (x) 9.5 14.5 15.8 25.4 15.5 10.6 36.5 80.7 155.6
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Reuters: TMGB.KL Bloomberg: TGB MK  

Capacity addition key to re-
rating 
Joe Liew, CFA 
Research Analyst 
(+60) 3 2053 6769 
joe.liew@db.com 

  

 

A niche air express operator 
Share price has remained stagnant over the past six months as investors were 
concerned over the delayed delivery of new aircraft. There were also a small 
amount of convertible debt conversions which came into the market. 
However, demand for Transmile’s services continues to be strong going into its 
strongest quarter of the year. Landing rights in China are a hidden asset that is 
waiting to be utilized. 
Its Thai JV has started with a B727 operating out of Bangkok to Singapore and 
Saigon. Two more B727s are planned for 2007 as Transmile plans to turn Bangkok 
into its second hub. 

Delivery of new aircraft key catalyst 
Management of Transmile is targeting to add two to four wide bodied aircraft 
(possibly MD11, B747 or B767) in 2007. So far, it has had a great difficulty 
securing these aircraft because of high asset prices. We believe securing these 
aircraft will be a key catalyst for the stock because there is a ready demand for 
the capacity. It has also proposed a private placement of 10% of its existing share 
cap in new shares to partially fund its expansion plans. Over the shorter term, we 
also expect strong 2H2006 results to be a catalyst for the stock. Indications from 
management this far are that 2H2006 is stronger than the year before. 

PT of RM14.70 represents 13% upside  
Our 12-month TP of RM14.70/share is based on 21x FD FY07 P/E. We think this 
premium to the Malaysian market average of 14x is justified because of 
Transmile’s superior earnings growth prospects. We think the company is capable 
of continuing its 30% p.a. earnings growth momentum of the past five years. Its 
jet fuel pass through mechanism also justifies its premium to other carriers, in our 
opinion. 
The key risk to our call is further delay in wide-body aircraft deliveries. Our 
earnings forecasts currently assume two additional wide bodies in both 2007 and 
2008. If Transmile does not secure those aircraft, we may be forced to 
downgrade earnings forecasts. 
Forecasts and ratios      

Year End Dec 31 2004A 2005A 2006E 2007E 2008E

Sales (MYRm) 346.2 550.1 1,159.1 1,347.9 1,613.4

EBITDA (MYRm) 126.4 159.4 336.5 395.4 478.6

Reported NPAT (MYRm) 45.5 84.4 147.6 188.6 234.7

Reported EPS (MYR) 0.25 0.39 0.63 0.73 0.91

DB EPS FD(MYR) 0.23 0.35 0.61 0.70 0.86

DB EPS growth (%) -6.3 53.1 76.5 15.0 22.6

PER (x) 30.4 29.3 21.3 18.5 15.1

EV/EBITDA (x) 10.8 17.6 11.0 9.0 7.7

DPS (net) (MYR) 0.02 0.02 0.02 0.02 0.02

Yield (net) (%) 0.2 0.2 0.2 0.2 0.2
Source: Deutsche Bank estimates, company data 

1 DB EPS is fully diluted and excludes non-recurring items 
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses the 
year end close 

Buy 
Price at 1 Nov 2006 (MYR) 13.00
Price target - 12mth (MYR) 14.70
52-week range (MYR) 13.30 - 10.20
KLCI 986
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Performance (%) 1m 3m 12m
Absolute 12.1 3.2 21.5
KLCI 1.9 5.3 8.3

 
Stock data 

Market cap (MYRm) 3,055
Market cap (USDm) 837
Shares outstanding (m) 235.0
Major shareholders Trinity Coral (20.7%)
Free float (%) 60

 
Key indicators 

ROE (%) 14.5
Net debt/equity (%) 60.7
Book value/share  (MYR) 4.64
Price/book (x) 2.8
Net interest cover (x) 5.5
Operating profit margin (%) 21.6
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Transmile Group Bhd
Reuters code TMGB.KL
Buy
Price as at 01-Nov RM13.00
Target Price RM14.70

Company Website
http://www.transmile.com

Company description
Transmile group focusses on providing express
airfreight services to courier and logistic companies
such as DHL and UPS. It also provides dedicated
aircraft charter and aircraft leasing.

Research Team

Joe Liew, CFA
+603 2053 6769 joe.liew@db.com
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52-week Range: RM10.20 - RM13.30
Market Cap (m): RM 3,069

US$ 841

Company identifiers
Bloomberg TGB MK
Cusip NA
SEDOL 6905477

Y/E 31 December 2002 2003 2004 2005 2006E 2007E 2008E
SUMMARY
Reported EPS (RM) 0.15 0.24 0.25 0.39 0.63 0.73 0.91
P/E ratio (Reported) (x) 16.1 14.4 27.2 26.3 20.7 17.8 14.3
Reported EPS growth (%) nm 65.5 4.2 53.2 63.1 16.1 24.5
DB EPS FD (RM) 0.15 0.24 0.23 0.35 0.61 0.70 0.86
P/E ratio (DB) (x) 16.1 14.4 30.3 29.3 21.3 18.5 15.1
Operating CFPS (RM) 0.73 0.48 0.59 1.41 0.49 1.12 1.36
Free CFPS (RM) -0.16 0.01 -0.24 -3.20 -0.21 -0.69 -0.46
P/CFPS (x) 3.2 7.2 11.5 7.2 26.8 11.6 9.5
DPS (RM) 0.02 0.02 0.02 0.02 0.02 0.02 0.02
Dividend yield (%) 1.0 0.6 0.2 0.2 0.2 0.2 0.2
BV/Share (RM) 1.81 2.04 3.13 4.06 4.64 6.11 7.00
Price/BV (x) 1.35 2.43 2.84 2.61 2.80 2.13 1.86
Weighted average shares (m) 150 154 181 219 235 259 259
Average market cap (RM m) 352 534 1,238 2,220 3,069 3,069 3,069
Enterprise Value (RM m) 534 710 1,365 2,813 3,719 3,590 3,710
EV/Sales 2.4 2.5 3.9 5.1 3.2 2.7 2.3
EV/EBITDA 7.1 6.9 10.8 17.6 11.1 9.1 7.8
EV/EBIT 10.7 9.9 14.3 22.8 14.9 11.8 10.1
EV/Operating Capital 1.2 1.4 1.8 1.8 2.1 1.7 1.5

INCOME STATEMENT (RM m)
Sales revenue 219 289 346 550 1,159 1,348 1,613
Operating EBITDA 75 102 126 159 336 395 479
Depreciation 25 30 31 36 86 90 111
Amortisation 0 0 0 0 0 0 0
Operating EBIT 50 72 95 123 250 305 367
Net interest income (expense) -8 -7 -8 -15 -45 -47 -50
Associates/affiliates 0 0 -1 0 0 0 0
Investment and other income/expense 1 0 1 11 0 0 0
Exceptionals/extraordinaries 0 0 -2 0 0 0 0
Income tax expense 15 16 24 36 57 70 82
Minorities/preference dividends 7 11 17 0 0 0 0
Net income 22 38 45 84 148 189 235

CASH FLOW (RM m)
Cash flow from operations 110 74 107 308 114 291 352
Movement in net working capital 42 -17 -8 151 -131 -34 -48
Capex -134 -72 -151 -1,008 -164 -470 -470
Free cash flow -24 2 -43 -700 -50 -179 -118
Other investing activities -4 0 19 -108 0 0 0
Equity raised/(bought back) 25 17 110 239 1 306 0
Dividends paid -5 -3 -3 -5 -5 -6 -6
Net inc/(dec) in borrowings 13 -15 61 669 -2 106 95
Other financing cash flows 14 1 -9 1 -2 10 3
Total cash flows from financing 47 -1 158 904 -8 416 92
Net cash flow 20 1 134 96 -58 236 -25
Movement in net debt/(cash) -6 -16 -73 573 55 -131 120

BALANCE SHEET (RM m)
Cash and other liquid assets 31 32 165 261 202 437 412
Tangible fixed assets 446 475 595 1,567 1,645 2,024 2,383
Goodwill 1 1 1 1 1 1 1
Other intangible assets 0 0 0 0 0 0 0
Associates/investments 19 19 0 0 0 0 0
Other assets 110 127 328 204 442 512 610
Total assets 606 654 1,089 2,034 2,290 2,974 3,406
Interest bearing debt 152 137 198 867 865 971 1,066
Other liabilities 103 103 154 219 337 419 523
Total liabilities 255 241 352 1,086 1,202 1,389 1,589
Shareholders’ equity 271 322 629 947 1,091 1,580 1,809
Minorities 80 91 108 0 0 0 0
Total shareholders’ equity 350 413 737 947 1,091 1,580 1,809
Net working capital 35 67 228 78 207 241 288
Net debt/(cash) 122 106 33 606 663 533 654
Capital 472 519 770 1,553 1,754 2,113 2,463

RATIO ANALYSIS
Sales growth (%) nm 31.9 19.7 58.9 110.7 16.3 19.7
Op. EBITDA/sales (%) 34.3 35.4 36.5 29.0 29.0 29.3 29.7
Op. EBIT/sales (%) 22.8 24.9 27.6 22.4 21.6 22.6 22.8
Payout ratio (%) 15.3 8.8 6.8 5.6 3.4 3.0 2.4
ROE (%) 8.1 12.8 9.6 10.7 14.5 14.1 13.9
Return on Capital (%) 5.7 8.8 7.9 8.2 10.9 11.5 11.9
Operating Return on Capital (%) 7.2 11.4 10.9 7.5 10.9 11.5 11.9
Capex/sales (%) 61.0 24.9 43.5 183.3 14.1 34.9 29.1
Capex/depreciation (x) 5.3 2.4 4.9 27.9 1.9 5.2 4.2
Net debt/equity (%) 34.8 25.6 4.5 64.0 60.7 33.8 36.1
Net interest cover (x) 6.6 9.9 12.7 8.2 5.5 6.5 7.3
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KLCC Property 
Reuters: KCCP.KL Bloomberg: KLCC MK  

Undervalued assets at 9.8% 
implied yield
Aun-Ling Chia, CFA 
Research Analyst 
(+60) 3 2053 6768 
aun-ling.chia@db.com 

  

 

Kuala Lumpur still offers higher asset yield of 5-7% relative to the region 
Physical commercial market transacted yield has compressed from 7% to 5% 
over the last one year, we estimate. Nonetheless, property valuations are still 
compelling compared to regional asset yields in places like Singapore and Hong 
Kong which had been driven down to 3-5% already. KLCC Property (KLCCP), who 
co owns the Malaysia’s top prime property assets, including the 88-storey 
Petronas Twin Towers, Menara Maxis, Suria KLCC shopping Mall and the 
Mandarin Oriental Hotel, looks especially undervalued - trading at 9.8% implied 
asset yield. We see strong demand for good yielding commercial assets in Kuala 
Lumpur, given flush liquidity from both local and foreign REIT players and still 
attractive yield. This should narrow current RNAV discounts. 

Defensive rental stream plus leverage to property up cycle and rising tourism 
39% of KLCCP’s rental revenue has locked-in rental growth of 3% cagr, at least 
until 2012. The rest is leveraged to current uptrend in commercial property cycle. 
We project a 5-10% pa growth in office rental and capital value in 2007 due to 
tightening supply and growing demand. Shopping mall, Suria KLCC and Mandarin 
Oriental Hotel, which together account for 44% and 38% of KLCCP’s revenue and 
EBITDA, respectively, should also benefit from the expected rise in tourist arrivals 
in 2007, the “Visit Malaysia Year”. We estimate that every 10% rise in hotel ARR 
and retail rental increases FY07E net profit by 2.6% and 4%, respectively. Based 
on our projected 11-15% pa earnings growth, free cash flow is also rising from 
RM133m in FY07E to RM531m in FY2011E. This provides it with great financial 
flexibility to pay higher dividend and/or acquire, especially after FY09. 
Opportunities are plenty given the parent company’s growing asset portfolio.  

Trading at 38% discount to RNAV; TP offers 27% upside  
At TP of RM2.90, we value KLCCP at 9% implied asset yield, pricing it at the 
lower end of the 9-10.7% historical range or 22% discount to Fd RNAV of 
RM3.71. The discount reflects the low possibility of it divesting its assets, and 
regulatory restriction on foreigners to invest in property. Key risks include a sharp 
downturn in domestic economy, interest rate hike and sustainability of current 
premium rental rate. 

Forecasts and ratios      

Year End Mar 31 2005A 2006A 2007E 2008E 2009E

Sales (MYRm) 598.0 748.3 811.9 857.2 918.6

EBITDA(MYRm) 427.0 553.1 607.7 640.8 687.0

Reported NPAT(MYRm) 114.4 177.1 197.6 218.4 252.3

Reported EPS (MYR) 0.12 0.19 0.21 0.23 0.27

DB EPS FD (MYR) 0.09 0.14 0.15 0.17 0.20

DB EPS growth (%) 0.0 54.8 11.6 11.8 15.4

PER (x) 20.6 15.4 15.4 13.8 11.9

EV/EBITDA (x) 11.5 9.1 9.6 9.1 8.5

DPS (net) (MYR) 0.07 0.07 0.08 0.09 0.10

Yield (net) (%) 3.8 3.4 3.4 3.8 4.4
Source: Deutsche Bank estimates, company data 

1 DB EPS is fully diluted and excludes non-recurring items 
2 Multiples and yields calculations use average historical prices for past years and spot prices for current and future years, except P/B which uses the 
year end close 

Buy 
Price at 1 Nov 2006 (MYR) 2.35
Price target - 12mth (MYR) 2.90
52-week range (MYR) 2.35 - 2.05
KLCI 986
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Performance (%) 1m 3m 12m
Absolute 6.8 8.8 10.3
KLCI 1.9 5.3 8.3

 
Stock data 

Market cap (MYRm) 2,195
Market cap (USDm) 601
Shares outstanding (m) 934.1
Major shareholders KLCC Holdings (51%)
Free float (%) 49

 
Key indicators 

ROE (%) 7.0
Net debt/equity (%) 33.4
Book value/share  (MYR) 3.49
Price/book (x) 0.7
Net interest cover(x) 3.5
Operating profit margin (%) 71.5
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KLCC Property Holdings
Reuters code KCCP.KL
Buy
Price as at 01-Nov RM2.35
Target Price RM2.90

Company Website
http://www.klcc.com.my

Company description
KLCC Property Holdings Berhad is an investment
holding company.the company through its subsidiaries
operates in property investment, facility management,
carpark operations management and hotels.

Research Team

Aun Ling Chia, CFA
+60 3 2053 6768 aun-ling.chia@db.com

Absolute Price Return(%)
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52-week Range: RM2.05 - RM2.34
Market Cap (m): RM 2,195

US$ 602

Company identifiers
Bloomberg KLCC MK
Cusip NA
SEDOL B02FW17

Y/E 31 March 2005 2006 2007E 2008E 2009E
SUMMARY
Reported EPS (RM) 0.12 0.19 0.21 0.23 0.27
P/E ratio (Reported) (x) 14.9 11.1 11.1 10.1 8.7
Reported EPS growth (%) nm 54.8 11.6 10.5 15.5
DB EPS FD (RM) 0.09 0.14 0.15 0.17 0.20
P/E ratio (DB) (x) 20.6 15.4 15.4 13.8 11.9
Operating CFPS (RM) 0.25 0.37 0.37 0.40 0.46
Free CFPS (RM) -0.41 0.35 0.14 0.22 0.22
P/CFPS (x) 7.4 5.7 6.3 5.8 5.1
DPS (RM) 0.07 0.07 0.08 0.09 0.10
Dividend yield (%) 3.8 3.4 3.4 3.8 4.4
BV/Share (RM) 2.43 2.55 3.49 3.65 3.82
Price/BV (x) 0.82 0.84 0.67 0.64 0.61
Weighted average shares (m) 934 934 934 934 934
Average market cap (RM m) 1,703 1,962 2,195 2,195 2,195
Enterprise Value (RM m) 4,913 5,017 5,816 5,813 5,834
EV/Sales 8.2 6.7 7.2 6.8 6.4
EV/EBITDA 11.5 9.1 9.6 9.1 8.5
EV/EBIT 11.9 9.3 10.0 9.5 8.9
EV/Operating Capital 9.8 11.1 9.3 7.6 6.1

INCOME STATEMENT (RM m)
Sales revenue 598 748 812 857 919
Operating EBITDA 427 553 608 641 687
Depreciation 15 14 27 28 30
Amortisation 0 0 0 0 0
Operating EBIT 412 539 581 613 657
Net interest income (expense) -153 -174 -165 -155 -141
Associates/affiliates 9 11 8 9 10
Investment and other income/expense 0 0 0 0 0
Exceptionals/extraordinaries 0 0 0 0 0
Income tax expense 79 89 112 119 134
Minorities/preference dividends 74 110 114 130 139
Net income 114 177 198 218 252

CASH FLOW (RM m)
Cash flow from operations 229 346 347 376 426
Movement in net working capital 5 22 9 7 10
Capex -608 -22 -214 -170 -220
Free cash flow -379 324 133 206 206
Other investing activities 659 -17 -645 2 2
Equity raised/(bought back) 744 0 751 0 0
Dividends paid -30 -67 -68 -76 -90
Net inc/(dec) in borrowings -812 -208 -124 -3 -257
Other financing cash flows 2 0 0 0 0
Total cash flows from financing -96 -275 559 -79 -346
Net cash flow 183 32 47 129 -138
Movement in net debt/(cash) -995 -239 -171 -132 -118

BALANCE SHEET (RM m)
Cash and other liquid assets 561 593 640 769 631
Tangible fixed assets 642 650 837 980 1,170
Goodwill 0 0 0 0 0
Other intangible assets 0 0 0 0 0
Associates/investments 4,982 4,989 6,260 6,260 6,260
Other assets 209 190 225 228 249
Total assets 6,395 6,422 7,963 8,236 8,309
Interest bearing debt 2,695 2,487 2,363 2,360 2,104
Other liabilities 350 390 436 440 468
Total liabilities 3,045 2,878 2,799 2,801 2,572
Shareholders’ equity 2,274 2,384 3,265 3,407 3,569
Minorities 1,076 1,160 1,899 2,028 2,167
Total shareholders’ equity 3,350 3,544 5,163 5,435 5,737
Net working capital -96 -145 -162 -171 -186
Net debt/(cash) 2,134 1,895 1,723 1,591 1,473
Capital 5,484 5,439 6,887 7,027 7,210

RATIO ANALYSIS
Sales growth (%) nm 25.1 8.5 5.6 7.2
Op. EBITDA/sales (%) 71.4 73.9 74.8 74.8 74.8
Op. EBIT/sales (%) 68.9 72.0 71.5 71.5 71.5
Payout ratio (%) 55.8 38.0 38.0 38.0 38.4
ROE (%) 5.0 7.6 7.0 6.5 7.2
Return on Capital (%) 4.1 5.7 5.2 4.8 5.0
Operating Return on Capital (%) 57.9 86.4 79.3 65.5 57.0
Capex/sales (%) 101.7 3.0 26.4 19.8 23.9
Capex/depreciation (x) 41.3 1.6 7.9 6.1 7.4
Net debt/equity (%) 63.7 53.5 33.4 29.3 25.7
Net interest cover (x) 2.7 3.1 3.5 4.0 4.7
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Appendix 1 
Important Disclosures 

Additional information available upon request 

Disclosure checklist 
Company Ticker Recent price* Disclosure 
Bumiputra Commerce BUCM.KL 6.85 (MYR) 1 Nov 06 6 
IOI Corp IOIB.KL 17.20 (MYR) 1 Nov 06 14 
KLCC Property KCCP.KL 2.35 (MYR) 1 Nov 06 6 
Tenaga Nasional BHD TENA.KL 9.95 (MYR) 1 Nov 06 8,14 
Transmile Group BHD TMGB.KL 13.00 (MYR) 1 Nov 06 6 
 
*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors.  Data is sourced from Deutsche Bank and subject companies. 

 
Important Disclosures Required by U.S. Regulators 
Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.  See 
“Important Disclosures Required by Non-US Regulators” and Explanatory Notes. 
6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 

calculated under computational methods required by US law. 

8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services 
from this company in the next three months. 

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company within 
the past year. 

 
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com. 

 
Analyst Certification 

This report covers more than one security and was prepared by more than one analyst. The views expressed in this report 
accurately reflect the personal views of each undersigned lead analyst about the subject issuers covered by each, and the 
securities of those issuers.   In addition, the undersigned lead analysts have not and will not receive any compensation for 
providing a specific recommendation or view in this report.  [Su Yin Teoh, Irene Chin, Joe Liew, Aun Ling Chia] 
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Historical recommendations and target price: Bumiputra Commerce (BUCM.KL) 

 (as of 01/11/06) 
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Suspended Rating 

Current Recommendations 

Buy 
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Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 28/9/2005: Upgrade to Buy, Target Price Change MYR7.10 

2. 2/3/2006: Buy, Target Price Change MYR7.30 

 3. 13/9/2006: Buy, Target Price Change MYR7.90 

 
Historical recommendations and target price: IOI Corp (IOIB.KL) 

 (as of 01/11/06) 
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Strong Buy 
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Current Recommendations 

Buy 
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Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 17/11/2004: Buy, Target Price Change MYR10.70 

2. 23/1/2005: Buy, Target Price Change MYR11.30 

3. 17/10/2005: Buy, Target Price Change MYR14.20 

 4. 16/2/2006: Buy, Target Price Change MYR14.00 

5. 23/5/2006: Buy, Target Price Change MYR16.00 

6. 16/8/2006: Buy, Target Price Change MYR18.70 
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Historical recommendations and target price: KLCC Property (KCCP.KL) 

 (as of 01/11/06) 
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Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 28/9/2006: Buy, Target Price Change MYR2.94  2. 15/10/2006: Buy, Target Price Change MYR2.90 
 

Historical recommendations and target price: Tenaga Nasional BHD (TENA.KL) 

 (as of 01/11/06) 
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Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 28/6/2005: Buy, Target Price Change MYR12.50 

2. 5/7/2005: Downgrade to Hold, Target Price Change MYR11.60 

3. 25/10/2005: Hold, Target Price Change MYR11.10 

4. 5/1/2006: Hold, Target Price Change MYR10.90 

5. 10/2/2006: Upgrade to Buy, Target Price Change MYR11.80 

 6. 27/2/2006: Buy, Target Price Change MYR9.45 

7. 14/4/2006: Buy, Target Price Change MYR9.35 

8. 24/5/2006: Buy, Target Price Change MYR11.80 

9. 12/10/2006: Buy, Target Price Change MYR12.20 
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Historical recommendations and target price: Transmile Group BHD (TMGB.KL) 

 (as of 01/11/06) 

3
21

0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

Nov 04 Feb 05 May 05 Aug 05 Nov 05 Feb 06 May 06 Aug 06

Date

S
e

c
u

ri
ty

 P
ri

c
e

Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 
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Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 8/3/2006: Buy, Target Price Change MYR14.30 

2. 17/5/2006: Buy, Target Price Change MYR15.70 

 3. 16/8/2006: Buy, Target Price Change MYR14.70 

 

Equity rating key  Equity rating dispersion and banking relationships 

Buy: Expected  total return (including dividends) of 10% or 
more over a 12-month period. 

Hold: Expected  total return (including dividends) between -
10% and 10% over a 12-month period. 

Sell: Expected  total return (including dividends) of -10% or 
worse over a 12-month period. 

Notes: 
1.    Published research ratings may occasionally fall 
outside these definitions, in which case additional 
disclosure will be included in published research and on our 
disclosure website (http://gm.db.com); 

2.    Newly issued research recommendations and target 
prices always supersede previously published research. 
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Regulatory Disclosures 

SOLAR Disclosure 

For select companies, Deutsche Bank equity research analysts may identify shorter-term trade opportunities that are 
consistent or inconsistent with Deutsche Bank's existing longer term ratings.  This information is made available only to 
Deutsche Bank clients, who may access it through the SOLAR stock list, which can be found at http://gm.db.com 
 
Disclosures required by United States laws and regulations 

See company-specific disclosures above for any of the following disclosures required for covered companies referred to in 
this report: acting as a financial advisor, manager or co-manager in a pending transaction; 1% or other ownership; 
compensation for certain services; types of client relationships; managed/comanaged public offerings in prior periods; 
directorships; market making and/or specialist role. 
 
The following are additional required disclosures: 

Ownership and Material Conflicts of Interest: DBSI prohibits its analysts, persons reporting to analysts and members of their 
households from owning securities of any company in the analyst's area of coverage. 
Analyst compensation: Analysts are paid in part based on the profitability of DBSI, which includes investment banking 
revenues. 
Analyst as Officer or Director: DBSI policy prohibits its analysts, persons reporting to analysts or members of their households 
from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. 
Distribution of ratings: See the distribution of ratings disclosure above. 
Price Chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if electronic format or if 
with respect to multiple companies which are the subject of this report, on the DBSI website at  
http://gm.db.com. 
 
Additional disclosures required under the laws and regulations of jurisdictions other 
than the United States 

The following disclosures are those required by the jurisdiction indicated, in addition to those already made pursuant to United 
States laws and regulations. 
 
Analyst compensation: Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which 
includes investment banking revenues 
 
Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
EU: A general description of how Deutsche Bank AG identifies and manages conflicts of interest in Europe is contained in our 
public facing policy for managing conflicts of interest in connection with investment research. 
Germany: See company-specific disclosures above for (i) any net short position, (ii) any trading positions (iii) holdings of five 
percent or more of the share capital. In order to prevent or deal with conflicts of interests Deutsche Bank AG has 
implemented the necessary organisational procedures to comply with legal requirements and regulatory decrees. Adherence 
to these procedures is monitored by the Compliance-Department. 
Hong Kong: See http://gm.db.com for company-specific disclosures required under Hong Kong regulations in connection with 
this research report.  Disclosure #5 includes an associate of the research analyst.  Disclosure #6, satisfies the disclosure of 
financial interests for the purposes of paragraph 16.5(a) of the SFC's Code of Conduct (the "Code").  The 1% or more interests 
is calculated as of the previous month end.  Disclosures #7 and #8 combined satisfy the SFC requirement under paragraph 
16.5(d) of the Code to disclose an investment banking relationship. 
Japan: See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the 
Japanese Securities Dealers Association or the Japanese Securities Finance Company. 
Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a licence in the Russian Federation. 
South Africa: Publisher: Deutsche Securities (Pty) Ltd, 3 Exchange Square, 87 Maude Street, Sandton, 2196, South Africa. 
Author: As referred to on the front cover. All rights reserved. When quoting, please cite Deutsche Securities Research as the 
source. 
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Turkey: The information, interpretation and advice submitted herein are not in the context of an investment consultancy 
service. Investment consultancy services are provided by brokerage firms, portfolio management companies and banks that 
are not authorized to accept deposits through an investment consultancy agreement to be entered into such corporations and 
their clients. The interpretation and advices herein are submitted on the basis of personal opinion of the relevant interpreters 
and consultants. Such opinion may not fit your financial situation and your profit/risk preferences. Accordingly, investment 
decisions solely based on the information herein may not result in expected outcomes. 
United Kingdom: Persons who would be categorized as private customers in the United Kingdom, as such term is defined in 
the rules of the Financial Services Authority, should read this research in conjunction with prior Deutsche Bank AG research on 
the companies which are the subject of this research. 
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Global Disclaimer 
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively “Deutsche Bank”).  The information herein is believed by Deutsche Bank to be reliable and has been obtained 
from public sources believed to be reliable.  With the exception of information about Deutsche Bank, Deutsche Bank makes no representation as to the accuracy or completeness of such information. 

This published research report may be considered by Deutsche Bank when Deutsche Bank is deciding to buy or sell proprietary positions in the securities mentioned in this report. 

For select companies, Deutsche Bank equity research analysts may identify shorter-term opportunities that are consistent or inconsistent with Deutsche Bank's existing, longer-term Buy or Sell recommendations.  This 
information is made available on the SOLAR stock list, which can be found at http://gm.db.com. 

Deutsche Bank may trade for its own account as a result of the short term trading suggestions of analysts and may also engage in securities transactions in a manner inconsistent with this research report and with respect to 
securities covered by this report, will sell to or buy from customers on a principal basis.  Disclosures of conflicts of interest, if any, are discussed at the end of the text of this report or on the Deutsche Bank website at 
http://gm.db.com. 

Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report.  They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without 
notice.  Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, 
changes or subsequently becomes inaccurate, except if research on the subject company is withdrawn.  Prices and availability of financial instruments also are subject to change without notice.  This report is provided for 
informational purposes only.  It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction or as an 
advertisement of any financial instruments. 

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon 
their specific financial situations and investment objectives.  If a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of, or the 
income derived from, the financial instrument, and such investor effectively assumes currency risk.  In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, 
either directly or indirectly, may rise or fall.  Furthermore, past performance is not necessarily indicative of future results. 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor’s home jurisdiction . In the U.S. this report is approved and/or distributed by Deutsche Bank 
Securities Inc., a member of the NYSE, the NASD, NFA and SIPC. In Germany this report is approved and/or communicated by Deutsche Bank AG Frankfurt authorised by Bundesanstalt für Finanzdienstleistungsaufsicht. In the 
United Kingdom this report is approved and/or communicated by Deutsche Bank AG London, a member of the London Stock Exchange and regulated by the Financial Services Authority for the conduct of investment business in 
the UK and authorised by Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin). This report is distributed in Hong Kong by Deutsche Bank AG, Hong Kong Branch, in Korea by Deutsche Securities Korea Co. and in Singapore 
by Deutsche Bank AG, Singapore Branch.  In Japan this report is approved and/or distributed by Deutsche Securities Inc. The information contained in this report does not constitute the provision of investment advice. In 
Australia, retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product referred to in this report and consider the PDS before making any decision about whether to acquire the 
product. Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number in South Africa: 1998/003298/10)  Additional information relative to securities, other financial 
products or issuers discussed in this report is available upon request.  This report may not be reproduced, distributed or published by any person for any purpose without Deutsche Bank's prior written consent.  Please cite 
source when quoting. 
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