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Results Note

BUY
RM1.30

Target Price: RM2.70
Stock data

Market cap (RMm): 1915
Issued shares (m): 147.3
52-week range:

RM1.00-RM2.80

3-mth avg daily volume: 42,525 shrs
Bloomberg code: HPB MK
YTD price chg: -52.0%
YTD KLCI chg: -40.7%
Est.freefloat: 31.3%
Major shareholders:

53.1%

Dato’ Dr Khor Teng Tong:
Lembaga Tabung Haji. ~ 8.2%
Yayasan Bumiputera 7.4%
Pulau Pinang Bhd:

KLCI FBM30 FBM70 Syariah Hijrah

No No No Yes

Consensus
FYE30 Jun 2009E
Net profit (RMm): 54.6
EPS (sen): 365
Forecast revision
FYE30 Jun 2009E
Prev. net profit (RMm): 523
Revision (%): -50%
Revised net profit (RMm): 259
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| Results Highlights

No

2010E
65.3
42.3

2010E
62.5
-50%
314
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Hunza Properties
A very soft 1Q09

1Q09 was below our and market expectations. 1Q09 net profit of RM5.6m
accounted for 11% and 10% of our and market FYO9E forecasts of RM52.3m
and RM54.6m, respectively. Macroeconomic uncertainties caused stagnant
take-up rates for Hunza Properties’ (Hunza) iconic Penang projects; Gurney
Paragon and Infiniti registered 51% and 55% take-up rates at 30/9/08 versus
last quarter’s 50% and 54% at 30/6/08, respectively. Nevertheless, Hunza has
sufficient unbilled sales of RM256m to last them another 2 years.

1Q09 pretax profit falls 57% YoY to RM7.5m as 1Q08 net profit was bolstered
by significant progress billings from Alila and Mutiara Seputeh (semi-detached).
These projects were at nearto-completion construction stages with high take-up
rates of 85% and 70%, respectively.

Qo0Q, 1Q09 net profit declines 45%. Starting August 08, rainy weather
disrupted construction progress, particularly for Gurney Paragon. However,
1Q09 sales of finished products from Alila and Mutiara Seputeh boosted gross
margin by 5.4ppt to 29.0%.

We are anticipating higher net gearing by 1Q10 of up to 10x from current
0.3x. Hunza may undertake more borrowings to fund the construction of the
Gurney Paragon mall in mid CY09. They are in a good position gear-up given
the recently lower BLR rates of 6.5% and their healthy balance sheet (cash
balance of RM72).

Downward revision in FYO9E and FY10E net profit by 50% respectively to
RM25.9m and RM31.4m, respectively. Corresponding GDPS is also lowered by
39% to 7.5sen each, to reflect softer returns and management’s intention of
conserving cash to acquire bargain landbank in the near future. We expect
interest in property, especially investment properties like Gurney Paragon and
Infiniti, to remain subdued until global economies are on stronger footing.
Management reassures us that there are no issues of financing the
completion of Gurney Paragon and Infiniti as they will breakeven at slightly
over 60% take-up rate.

Lowering fair value to RM2.70, from RM3.59, to reflect slower earnings
recognition and softer land values in the future based on sum of parts RNAV.
Nonetheless, the upside remains high at 108% while trading cheaply at 7x and
6x PER for FYO9E and FY10E, respectively. Maintain BUY.

FYE: 30 Jun (RMm)
Revenue

Operating costs less depn/amort

Profit share from proj mgmt
EBITDA

Net int inc/(exp)
Pretax profit
Taxation

Net profit

EPS (sen)

Dil EPS (sen)
NTA/share (RM)
Net gearing (x)
Pretax margin
Effective tax rate

1Q08 2Q08 3Q08 4Q08 1Q09 +Q0Q +YoY
67.7 701 54.1 533 252 -53% 63%
(49.7) (49.9) (42.9) (44.2) (21.0) -52% 58%
0.0 22 35 70 38 4% >100%
182 232 150 166 86 -48% 53%
(0.0) (0.0) (0.9) (0.4) 03) 2% >100%
175 25 134 14.9 75 A% 57%
(5.1) (5.8) @3.7) @7 21) -549% 58%
121 166 97 101 56 -45% 53%
8.92 1214 637 6.88 386 -44% 57%
826 11.50 621 6.80 na
196 2.06 205 2.08 211 M 8%
0.4 03 0.3 0.4 0.3
25.9% 321% 24.9% 27%% 29.9%
28.9% 25.7% 27.8% 315% 28.5%
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I Results Review

QoQ
(RMm) 4Q08 1Q09 Chg Comments
Gross 236%  29.0% 54ppt Margin enhancement from further sale of
Margins completed projects (Alila and Mutiara Seputeh ).
Net Profit 10.1 5.6 -45%  Sharp decline result of rainy weather disrupting
construction progress, particularly for Gurney
Paragon.
YoY
(RMm) 1Q08 1Q09 Chg Comments
Pretax 17.5 75 -57%  Lower as 1Q08 saw higher earnings recognition of
Profit Alila and Mutiara Seputeh as these projects had
high take up rates and were near completion.
Net Profit 121 5.6 -53%  Fall caused by stagnating growth in Gumey
Paragon and Infiniti sales.
| Sum of parts RNAV
Investment Properties Tenure  Landsize  Build-up Book Value BV psf
(ac) (sft) (RM'm) (RM)
Mukim 9, Seberang Prai Selatan, Penang Freehold 7.0 304,920 25 8
Mukim 12, Seberang Prai Tengah, Penang Freehold 39.0 1,69884 20.0 12
0
Property for operations 32
Development Land Share-  Landsize BV BV psf Market Value Mkt Value
holding (ac) (RM'm))* (RM) (RM'm)* psf (RM)
Bertam, Penang 70% 486.0 9 0.62 593 4.0
Gurney Drive, SS1, Penang 100% 8.4 82 224.75 131.7 360.0
Sungai Petani, Kedah 100% 364.0 9 0.55 317 2.0
On-going Projects Share-  Landsize WACC Pretax ~ Remaining DCF Value
holding (ac) Margin Pretax (RM'm)
Profit
(RM'm)*
Bertam, Penang 70% na &% 21% 0.4 0.3
Sungai Petani, Kedah 100% na &% 10% 02 0.2
Alila, Tanjung Bungah, Penang 100% 3.0 &% 25% 57 34
Infiniti, Tanjung Bungah, Penang 90% 3.0 &% 29% 54.9 43.3
Gurney Paragon, Penang 100% 1.6 &% 26% 94.6 743
Mutiara Seput eh, KL - SemiD 100% 11.0 &% 2% 38 34
Total Revised Asset Value 3%
Other LT assets (as at 30/9/08) 52
Net Current Assets w/o prop dev cost (as 55
at 30/9/08)
Long Term Liabilities (as at 30/9/08) (93)
Total Revi sed Net Asset Value (RNAV) 409
RNAV per share MYR 2.79
No of shares (m) (as at 31 Mar 07) 147
Dillution impact on RNAV 16
Diluted RNAV per share (RM) MYR 2.70
Diluted No of Shares (m) 157
*After share holding
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I Sales
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Source: Company, Kenanga Research

I Earnings Estimates

FYE: 30 Jun (RMm) 2007 2008 2009E 2010E 2011E
Revenue 190 245 105 143 154
Pretax profit 61 68 35 42 50
Net profit 39 48 26 3 36
Net profit growth (%) 9% 23% -41% 21% 13%
Recur. Net Profit 36 47 26 3 36
EPS (sen) 26.8 329 17.6 214 242
EPS growth (%) 9% 23% 4% 21% 13%
Diluted EPS (sen) 29.2 35.0 19.6 231 25.7
GDPS (sen) 9.1 123 7.5 75 75
NTA/ share (RM) 174 2.08 1.93 2.07 224
PER (x) 49 4.0 7.4 6.1 5.4
Diluted PER (x) 44 3.7 6.6 5.6 5.1
PINTA (x) 0.7 0.6 0.7 0.6 0.6
EV/EBITDA (x) 44 3.9 7.3 6.0 5.2
ROE % 17.6% 17.2% 8.8% 10.6% 11.2%
Dividend Yield (%) 7.0% 9.5% 5.8% 5.8% 5.8%

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with re spect to these companies.
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