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Investment Highlights

Price RM0.52
Fair Value RMO0.47
52-week High/Low RMO0.82/RM0.28
Key Changes
Fair value (1)
EPS &
YE to Dec (RM mil) FY19 FY20F FY21F FY22F
Revenue (RM mil) 1,3194 14451 1,658.0 1,710.6
Core net profit (RM mil) 23.7 4.7 59.3 74.8
FD Core EPS (sen) 0.5 0.9 1.3 1.7
FD Core EPS growth (%) (76.2) 75.8 420 26.3
Consensus Net Profit (RM mil) - 429 65.5 82.7
DPS (sen) 1.7 05 0.7 0.8
PE (x) 96.3 54.8 38.6 305
EV/EBITDA (x) 234 25.0 217 19.9
Div yield (%) 34 1.0 1.3 15
ROE (%) 05 0.9 1.2 15
Net Gearing (%) 2714% 402%  438%  43.9%
Stock and Financial Data
Shares Outstanding (million) 4,412.0
Market Cap (RM mil) 2,294.3
Book Value (RM/share) 1.09
P/BV (x) 05
ROE (%) 0.7
Net Gearing (%) 27.4%
Major Shareholders EPF 35.9%
Gapurna Sdn Bhd 15.5%
LTH 5.9%
Free Float 42.7%
Avg Daily Value (RM mil) 373
Price performance 3mth 6mth 12mth
Absolute (%) (1.9) 9.0) (29.7)
Relative (%) (5.1) 0.1) (29.3)
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® \We maintain HOLD on MRCB with a higher fair value of RM0.47

(vs. RMO0.45 previously) as we roll over our valuation to FY21
(Exhibit 2). No changes to our FY20-FY22 earnings forecasts.

MRCB registered a 1HFY20 net loss of RM204mil. Excluding
the exceptional items such as impairment of contract assets,
trade and other receivables amounting RM202.5mil, MRCB
posted a RM1.5mil core net loss vs. a RM15mil YoY net profit.
It decided on the impairments as it believes there is a high
possibility the receivables from some of the completed
construction projects will not be recovered as a result of the
pandemic. Revenue rose 24.8% YoY mainly due to higher
contribution from the property development & investment
division whereby its revenue recognition came in earlier than
expected.

The property development & investment division’s 1HFY20
revenue surged by 115% YoY to RM336.4mil contributed by: (i)
the 1060 Carnegie project in Melbourne which has been
completed in December 2019; (i) Suites in KL Sentral; and (iii)
TRIA 9 Seputeh. However, the division’s operating profit fell by
43% to RM27mil mainly due to cost incurred during the MCO
period while construction completely halted. On a positive
note, MRCB bagged new sales of RM86mil as of 1HFY20 while
unbilled sales of RM1.3bil shall provide better earnings
visibility in the medium term.

The engineering, construction & environment division’s
1HFY20 revenue fell by 15% YoY to RM231mil but EBIT was
15% higher at RM2mil. The stronger EBIT was mainly
contributed by a higher share of JV earnings. MRCB George
Kent Sdn Bhd’s LRT3 project contributed a minimal PAT of
RM1.4mil on a deferment of progress billings. The engineering,
construction & environment division has open tenders worth
RM2.5bil while its remaining order book stands at RM20.7bil.

The LRT3 project, which is currently 33% completed, should
see a stronger recognition in 2H2020, albeit at a slower pace of
work due to the implementation of stricter standard operating
procedures to prevent the spread of Covid-19. Management
indicated it should achieve 40% by the end of FY20.

Despite a weak 1HFY20, we make no changes to our FY20-
FY22 net earnings forecasts as we expect stronger
recognitions in 2HFY20 and beyond. We believe the long-term
outlook for MRCB remains stable premised on its strong
property unbilled sales of RM1.3bil and a robust outstanding
order book of RM20.7bil. As there is little upside potential, we
maintain our HOLD recommendation on MRCB.
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EXHIBIT 1: EARNINGS SUMMARY

YE to Dec (RM mil) 2QFY19  3QFY19  4QFY19  1QFY20  2QFY20 QoQ % YoY % 1HFY19 1HFY20 YTD %
Revenue 241.0 3717 4726 4258 167.2 -60.7% -30.6% 475.0 592.9 24 8%
Operating costs (203.3) (330.9) (429.7) (375.5) (162.3) -56.8% -20.2% (405.0) (537.9) 32.8%
EBIT 2141 25.3 26.7 35.9 (7.7) 121.5% -136.5% 40.0 27.3 -31.8%
Net finance expenses (12.6) (13.7) (7.0 (12.6) (13.1) 4.4% 4.7% (25.0) (25.7) 3.1%
Associate contributions 1.3 2.7 0.7 3.6 2.2 -37.9% 74.5% 3.2 58 80.5%
Profit before tax 98 143 20.4 26.9 (222.0) -926.4% -2359.8% 182 (195.2) -1169.9%
Taxation (2.2) (12.1) (13.1) (11.2) 26 -122.9% -218.2% (9.0) 8.7) -4.1%
PATMI 1.1 2.5 6.0 15.7 (219.7) -1499.2% -2086.6% 15.2 (204.0) -1442.6%
Adjustments (0.1) (0.2) 05 (0.9) 203 .4 -22876.4% -278720.5% (0.2) 202.5 -89307.0%
Core PATMI 1.0 2.3 6.5 1438 (16.3) -209.9% -248.1% 15.0 (1.5) -109.8%
EPS (sen) 0.2 0.1 0.1 0.3 (0.4) -209.9% -248.1% 0.3 (0.0) -109.8%
EBIT margin (%) 8.8% 6.8% 5.7% 8.4% -4.6% 8.4% 4.6%

Effective tax rate (%) 22.1% 84.8% 64.2% 41.8% 1.2% 49.5% -4.4%

Core PATMI margin (%) 4.6% 0.6% 1.4% 3.5% 9.7% 3.2% 0.2%

Source: Company/ Aminvestment Bank Bhd

EXHIBIT 2: SOP VALUATION

Outstanding GOV o\ @129 RMmil)  Stake % of SOP

DEVELOPMENT PROPERTIES (RMmil)
KL Sentral: Lot F 2,993.0 485 74.0%
PJ Sentral Garden City 2,619.0 57.3 100.0%
Penang Sentral 2,865.0 62.7 100.0%
Cyberjaya City Centre 5,350.0 82.0 70.0%
Kwasa Senfral 10,555.0 161.8 70.0%
Pulai Land, Johor 770.0 16.9 100.0%
9 Seputeh 2,680.0 58.7 100.0%
Lot 349, Sentral Suites 1,529.0 335 100.0%
Carnegie, Melboune 305.0 6.7 100.0%
Bukit Rahman Putra 547.0 12.0 100.0%
Bandar Sri Iskandar (Phase 2C, 2D & 3) 766.0 1".7 70.0%
Unbilled sales 54.6 100.0%
Bukit Jalil Sentral 20,700.0 104.8 20.0%
Landbank surplus

Suria Subang 20.9 100.0%

Selbourne 2 Shah Alam 15.5 100.0%

Metro Spectacular Land, Jalan Putra 80.5 51.0%
Development properties total NPV 828.0 -
Property (60% discount to NPV) 331.2 9.8%
Investment properties @ 30% discount 931.9 100.0% 27.5%
Construction (9 FY21 eamings -excluding LRT3) 270.6 100.0% 8.0%
LRT 3 (NPV, WACC 13%) 206.1 50.0% 6.1%
MRCB Quill REIT (market value) 236.1 27.9% 7.0%
Investments in JV @ 10% discount 268.0 - 7.9%
Proceeds from sale of Bukit Jalil Sentral land 1,140.8 80.0% 33.7%
Total SOP 3,384.8
Net cash/(debt) (1,311.2)
Fair value 2,073.6
Share base (mil shares) 4,399.9
Fair value per share 0.47

Source: Aminvestment Bank Bhd

AmInvestment Bank Bhd
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EXHIBIT 3: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY18 FY19 FY20F FY21F FY22F
Revenue 1.870.7 13194 1.445.1 1,658.0 17106
EBITDA 198.3 153.7 168.8 203.0 2222
Depreciation/Amortisation (50.9) (61.7) (65.2) (71.1) (72.5)
Operating income (EBIT) 1473 92.0 103.6 131.9 149.7
Other income & associates 255 6.6 6.7 6.8 7.0
Net interest (44.0) (45.6) (49.9) (57.3) (59.1)
Exceptional items 14 0.0 0.0 0.0 0.0
Pretax profit 148.7 53.0 60.4 814 97.6
Taxation (46.1) (34.3) (24.1) (28.5) (29.3)
Minority interests (1.5) 5.0 55 6.3 6.5
Net profit 101.2 23.7 4“.7 59.3 748
Core net profit 99.8 237 4.7 59.3 748
Balance Sheet (RMmil, YE 31 Dec) FY18 FY19 FY20F FY21F FY22F
PPE 665.4 600.4 630.5 662.0 695.1
Intanaible assets 226.7 224.3 2243 224.3 2243
Other long-term assets 39774 4109.2 4180.2 42547 43329
Total non-current assets 4.869.4 4933.9 5.034.9 5.140.9 5.252.3
Cash & equivalent 5516 516.9 217 726.0 731.9
Inventories 1.043.7 963.2 855.7 1,030.7 1.025.2
Trade receivables 1,733.8 873.1 1,147.8 1,316.9 1,283.1
Other current assets 1495 975.2 944.8 9745 986.8
Total current assets 3.478.7 3.328.4 3.670.0 4,048.1 4,027.0
Trade pavables 1.364.2 947.9 835.0 1,005.7 1.000.4
Short-term borrowinas 7294 824.8 217 726.0 731.9
Other current liabilities 15.4 98.6 99.0 99.7 99.9
Total current liabilities 2,109.0 1.871.3 1.655.7 1.831.4 1.832.2
Lona-term borrowinas 769.9 1,003.3 1.933.0 2.119.0 21442
Other lona-term liabilities 570.9 806.9 512.7 601.4 624.7
Total long-term liabilities 1.340.8 1.810.2 24457 2,720.4 2,768.9
Shareholders’ funds 48324 4,791.6 48114 4,839.9 4,879.6
Minority interests 68.0 31.9 34.9 401 414
BV/share (RM) 1.10 1.09 1.09 1.10 1.11
Cash Flow (RMmil, YE 31 Dec) FY18 FY19 FY20F FY21F FY22F
Pretax profit 148.7 53.0 60.4 814 97.6
Depreciation/Amortisation 50.9 61.7 65.2 711 725
Net change in working capital 21824 (208.8) (279.8) (172.7) 341
Others (1.201.7) (251.3) (128.6) (29.1) (82.9)
Cash flow from operations 1.180.5 (345.4) (282.9) (49.2) 1213
Capital expenditure 0.0 0.0 (30.0) (31.5) (33.1)
Net investments & sale of fixed assets 0.0 0.0 (71.0) (74.5) (78.3)
Others 1,040.7 158.0 0.0 0.0 0.0
Cash flow from investing 1,040.7 158.0 (101.0) (106.1) (111.4)
Debt raised/(repaid) (835.8) 1,139.9 826.6 190.3 31.1
Equity raised/(repaid) 0.0 0.0 0.0 0.0 0.0
Dividends paid (106.2) (108.5) (22.0) (30.7) (35.1)
Others (1,253.5) (1,013.0) 0.0 0.0 0.0
Cash flow from financing (2,195.5) 18.5 804.6 159.6 (4.0)
Net cash flow 25.7 (168.9) 420.8 4.3 6.0
Adiustments 0.0 0.0 0.0 0.0 0.0
Net cash/(debt) b/f 464.0 469.8 300.9 721.7 726.0
Net cash/(debt) c/f 489.7 300.9 1.7 726.0 731.9
Kev Ratios (YE 31 Dec) FY18 FY19 FY20F FY21F FY22F
Revenue arowth (%) (29.2) (29.5) 9.5 14.7 3.2
EBITDA arowth (%) (25.8) (22.5) 9.8 20.2 9.5
Pretax marain (%) 8.0 4.0 42 49 5.7
Net profit marain (%) 54 1.8 2.9 3.6 44
Interest cover (x) 3.3 2.0 2.1 2.3 25
Effective tax rate (%) 31.0 64.7 40.0 35.0 30.0
Dividend pavout (%) 75.9 323.6 526 51.8 46.9
Receivable turnover (davs) 3383 2415 289.9 289.9 273.8
Inventory turnover (davs) 188.2 277.6 229.7 207.6 219.3
Pavable turnover (days) 259.5 319.8 2252 202.6 214.0

Source: Aminvestment Bank Bhd estimates

AmInvestment Bank Bhd 3




MRCB 28 Aug 2020

DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“Aminvestment”)
without regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell,
warranty, representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence
any one to buy or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment
recommends that you evaluate a particular investment or strategy based on your individual circumstances and objectives
and/or seek financial, legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that Aminvestment believes are reliable and correct at
the time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair
and reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they
are accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this
report constitute Aminvestment’'s views as of this date and are subject to change without notice. Notwithstanding that,
Amlinvestment has no obligation to update its opinion or information in this report. Facts and views presented in this report
may not reflect the views of or information known to other business units of Aminvestment's affiliates and/or related
corporations (collectively, “AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or
republished for any purpose without AmInvestment’s prior written consent. Aminvestment, AmBank Group and its respective
directors, officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or
consequential losses, loss of profits and/or damages arising from the use or reliance of this report and/or further
communications given in relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which
may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you
should have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer
will not be affected.
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