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UOBKH HIGHLIGHTS

Malaysian Resources Corporation (MRC MK/HOLD/RMO0.35/Target: RMO0.37)
2Q22: Results Within Expectations; Embracing Gradual Recovery

2Q22 RESULTS SUMMARY EARNINGS FORECASTS
2Q22 1Q22 goq yoy 1H22 yoy
Year to 31 Dec (RMm)  (RMm) % chg %chg (RMm)  %chg Year to 31 Dec (RMm) 2021  2022F  2023F  2024F
Revenue 700.4 810.7 (13.6) 2103 15111 234.0 Net turnover 1448 2448 2502 2,488
Property Development 1453 186.6 (22.) 18 3319 20.7 EBITDA 144 206 237 272
Construction 539.8 612.5 (11.9) 649.8 1,152.3 636.7 Net Profit (Reported/Act.ual) 15 60 85 112
Facilities Management 11.3 9.5 19.6 26.1 20.8 16.2 Net Profit (Adjusted) (107) 60 85 112
Others 4.0 21 86.0 94.8 6.1 87.1 EPS (sen) (2.4) 14 1.9 25
EBIT/Operating Income 53.7 52.3 25 263.0 106.0 738.6 PE (x) (14.7) 26.2 18.4 13.9
Property Development 221 211 5.0 562.3 432 162.4 P/B (x) 04 0.3 0.3 0.3
Construction 30.1 25.7 17.0 195.9 55.7 269.0
Facilities Management 0.3) 22 (116.0) (374.8) 1.8 2215
Others 05 21 (76.8) 109.5 25 501.1
Shares of JV (1.0) (1.0) 0.3 (117.8) (21)  (119.5)
Shares of Associates 0.2) 37 (101.7) (101.3) 3.6 (59.7)
PBT 28.1 318 (11.5) 1735 59.9 284.1
PATAMI 14.1 14.0 0.5 1435 28.1 203.4
Core PATAMI 14.1 14.0 05 1435 28.1 203.4
Margins % %  #-ppt  #H-ppt %  #-ppt
Core Net Margin 2.0 1.7 0.3 16.4 1.9 79
EBIT — Property Development 15.2 11.3 3.9 12.9 13.0 7.0
EBIT - Construction 5.6 4.2 14 49.1 4.8 25.9

Source: MRCB, UOB Kay Hian
RESULTS

e 2Q22 earnings within expectations. Malaysian Resources Corporation (MRCB) reported 2Q22 core net profit of RM14.1m (+0.5% qoq, vs
RM32.4 loss in 2Q21) on revenue of RM700.4m (-13.6% qog, +>100% yoy). This brings MRCB’s 1H22 core net profit to RM28.1m (1H21:
core net loss of RM27.2m). This came in within our expectations, accounting for around 50% and 59% of our and consensus’ full-year
estimates respectively. The improvement in earnings from the construction and property divisions was partially offset by lower contribution
from facilities management and shares of associates, leading to flattish 2Q22 core earnings on a qoq basis.

e The construction division reported higher EBIT of RM30.1m (+17% qoq, vs operating loss of RM31.3m in 2Q21) despite lower revenue
of RM540m (-12% qoq, +>100% yoy). The qoq decline in revenue was largely due to lower revenue recognition from the LRT3, as the
construction progress was affected by the industry-wide labour shortage coupled with logistics disruptions for the building materials supply.
However, the division managed to record higher earnings on the back of improved margins of 5.6% (+1.4ppt qoq) as the LRT3 project is
reaching the tail-end on top of better cost discipline from MRCB. The strong yoy rebound was largely due to an improvement in construction
productivity level on the easing of lockdown measures.

e LRT3 project continues to contribute the most to the division’s earnings. Construction progress of the project was 74% with financial
progress of 67% as at end-2Q22 (completion date: 2024). The division contributed 77% and 57% of MRCB'’s revenue and earnings. Besides
LRT3, EPF Headquarters at Kwasa Sentral, the DASH, MRT2, SUKE and PR1MA Brickfields projects also continue to support earnings in
2Q22. The company’s tender book stands at RM35m currently (vs RM370m in 1Q22) as many tenders have been indefinitely postponed due
to the pandemic. However, note that the tender book excludes project proposals submitted via direct negotiations such as the Shah Alam
Stadium project, flood mitigation projects (including SMART2) and even MRT3 (still in tendering process). In 2Q22, the external client
orderbook stands at RM27.2b, while the unbilled portion is RM18.4b. This will ensure MRCB’s long-term earnings visibility. We believe the
orderbook replenishment is slow mainly because most of the projects available are relatively small and do not interest MRCB.

e Strong property sales of RM250.1m in 1H22 (+131% yoy). In 2Q22, MRCB saw a strong growth in property sales on the back of economic
recovery, especially for Sentral Suites. However, all the sales were still contributed by the local market only while sales to foreigners remain
non-existent. The sales were mainly contributed by the Sentral Suites (GDV: RM1.5b), TRIA 9 Seputeh (GDV: RM0.9b) and Alstonia
developments (RMO0.2b). These projects have reached construction progress of 75%, 80% and 39% while sales rates were 83%, 49% and
39% respectively. The higher earnings yoy is generally due to higher construction progress post-lockdown resulting to higher progress
billings, especially for Sentral Suites and TRIA 9 Seputeh that make up 93% of MRCB's unbilled sales, which currently stands at RM706.7m.
Recurring rental income from properties such as Celcom Tower also continues to contribute to the revenue.

Refer to last page for important disclosures.




UOBKayHian

Thursday, 1 September 2022

e Property outlook. As MRCB continues to focus on its marketing efforts, we believe the property arm will continue to see a gradual recovery
in 2H22 with the border reopening, allowing access for foreign buyers to participate in the sales of its properties such as VIVO 9 Seputeh and
St Regis units. The company mentioned the sales momentum rebounded stronger in 3Q22, indicating a potentially higher revenue in the
upcoming quarter. MRCB also continues to focus on monetising its inventory of unsold completed stock worth around RM349m.

¢ Potential beneficiary of upcoming infrastructure projects rollout. MRCB is among the frontrunners for the packages of MRT3 given its
strong track record in railway projects, coupled with its strong balance sheet (net gearing: 0.29x) that can help to meet the PFI requirement.
MRCB is tendering for all three packages: Civil Package 1 (CP1) and Civil Package (CP2) of the elevated portion (~RM14b) as well as Civil
Package 3 (CP3) for tunneling job (~RM11b). However, the company will only be eligible to secure only one package ultimately. Tender for
the civil packages is expected to be called in 3Q22 and to be awarded in 4Q22. Being one of the largest bumiputera contractors, MRCB can
easily fulfill the 60% bumiputera shareholding requirement.

EARNINGS REVISION

¢ None.

VALUATION/RECOMMENDATION

¢ Maintain HOLD with an unchanged target price of RM0.37. Our target price is based on a 20% discount to our SOTP valuation of
RM0.46/share, and implies around 44x 2022F PE, or +2SD to its five-year average forward PE of 23.8x. Our ascribed discount is justified,
given the sluggish property outlook. The near-term outlook also would be dampened by uncertainties over the impact of the pandemic and
rising inflation.

SOTP VALUATION
Remarks Value (RMm)

Property Development 70% discount to RNAV 2,387
Property Investment Net Book Value 550
Construction FY22F 12x PE 276
Facilities Management FY22F 10x PE 55
Sentral REIT TP: RM1.00 299
Net Debt (1,519)
Total Value 2,048
No. of Shares (m) 4,423
Total Value/share (RM) 0.46
SOTP Discount (%) 20%
Fair Value/share (RM) 0.37

Source: UOB Kay Hian

ANALYST

Hazmy Hazin
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Securities (M) Sdn. Bhd. ("UOBKHM") which is a licensed corporation providing investment
advisory services in Malaysia.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKHM. This report is not directed to or intended for distribution to or use
by any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKHM
may determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable
law or would subject UOBKHM and its associated persons (as defined in the Capital Market Services Act 2007) to any registration,
licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKHM to be reliable.
However, UOBKHM makes no representation as to the accuracy or completeness of such sources or the Information and UOBKHM
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKHM and its associate
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKHM and its
connected persons are subject to change without notice. UOBKHM reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKHM, its associated persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKHM, its associated persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKHM may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKHM may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report is prepared by UOBKHM, a company authorized, as noted above, to engage in investment advisory in Malaysia.
UOBKHM is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKHM (whether
directly or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption
from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons
that receive this document by way of distribution from or which they regard as being from UOBKHM by their acceptance thereof represent
and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (‘UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKHM.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKHM who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKHM or any other person, any of the Subject
Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not
receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any
sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the
compensation received by each such research analyst is based upon various factors, including UOBKHM'’s total revenues, a portion of
which are generated from UOBKHM'’s business of investment advisory.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the

following table.

General

This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of
or located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong

This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by
the Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate,
has trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified
under Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed
in Hong Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in
Hong Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of
the analyses or reports only to the extent required by law.

Indonesia

This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services
Authority of Indonesia. Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the
relevant foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the
analysis or report.

Malaysia

Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house,
the recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in
Malaysia, at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as
UOBKHM is the registered person under CMSA to distribute any research analyses in Malaysia.

Singapore

This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore. Where
the report is distributed in Singapore and contains research analyses or reports from a foreign research house, please
note:

(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in
Singapore in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand

This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is
regulated by the Securities and Exchange Commission of Thailand.

United
Kingdom

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the
meaning of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research
distributed in the UK is intended only for institutional clients.

United States
of America
(HU .S.H)

This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable
U.S. laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility
for its contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities
referred to in the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Securities (M) Sdn. Bhd. All rights reserved.
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