[rekas construction order

rises to over RM8oom

n Jure 30, 2008, Ireka

Corp (RM0.88) an-

nounced that it had

secured the much-

awaited constric:

tion contract for the
Seni Mont'Kiata project, valued at
RM539.8 milllon. The conract is for
main building works for 605 unitsin
four blocks of 12- and 40-storey con-
dos, with four floors of carparks plus
recreational facilities. This profect
hasalready been factored into oor
forecasts,

Seni Mont'Kiara is being deé-
veloped by Aseana Properties Lid
[ASPLY, Ireka's 19.6%-owned Lon-
don-listed property fund arm, This
Fatest contract has boosted Ireka's
construction order hookto just over
RME00 million — or elght imes i
current markel capitalisation of just
BEM100million: The large orderboak
will keep the constroetion arm busy
over the next two o three years,

All'of Treka's current construc-
tion jobs are for 'in-house” projects,
namely those developed by ASPL
and should be profitable; The bulk
[two-thirds from Senl Ment Kiara)
was negatiated after the steep in-
cregse in stesl and building materials
costs, Alver this, it sims fosecure two
other contraces for ASPLs proposed
projects — the KL Sentral project
and Telekom Mont’ Kiara.

lreha isa property and constric-
ton plaver witha different business
model. Over the pastyear or so, the
company has guietly underiaken a
major restructuring exercise that
hasunlocked substantial value and
credted an asset-light balance sheet
with recurring income sireams,

The company enjoyed impeccable
timing in its restructiring exercise
that has surfaced the valus ol most
of its properties, degeared the bal-
ance sheet and substantially altered
its business model, [vtook advan-
tage of the boom in Kuala Lumpur
property and hotel prices, appe
tite for Vietnam assets and liguied-
ity from private equity funds, All of
these market conditions have since
changed — for the worse.

With the new corparite structure
in place, Ireka has a steady stream of
sustainable earnings of 115S5 million
(RM16.5 million] a year from man-
aging ASPLs US$250 million assel
baseplus potential upside from a
profit-sharing scheme, balanced
with cyclical construcion profits.
With an arder book of over RMA0D
million, the cansruction arm will
nrawvide steadv earmines.
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distributed back to shareholders,

Thus, Treka is effectively bulf-
ered against a potential property
downturn. Yef, there are more than
ample resources — via ASPL — to
invest even more heavily when the
property cycle turng up again, As
at March 2008, ASPL had cash of
US$101.1 million for fumure invesi-
ments, whichwill place it in a good
pasition o make long-term acoui-
sitions,

Mi:i%t' ed Vietnam risk

for ASPL

The recentconcerns over Vietnam's
overheating economy and plunging
stock and property markets have
affected sentiment for companies
with exposure tothe country. Ireka
has indirect sxpesure to Viermam
via ASPL, and unformumately thishas
dented the share prices of hoth Ireka
and ASPLin recent weeks,

ASPLs share price in particular
{ell sharply, partly due 1o its shares
being relatively illiquid, Itssharge
pricehas fallen from around L1S$0,84
1o 11550:63 — compared with an IPO
price of USH] and ahigh of LSS 116,
At current prices, ASPLs shares are
mrading well below their NAV of
US50.951 and RNAV of TISH1.128
pershare, a5 of March 31, 2008,

Fortunately for ASPL, it had not
gone big into Vietnam yet and its
investments are relatively small. As
such, risks are midgated. Ichas go far
proposed two joint-venture projects
that have not started, and can be
comfortably delayed without much
holding costs, The initial investment
cost for the two projects there s just
115523.6 million — or under 10% of
total assef base,

The first project there — an-
nounced in November 2007 — -
valves 4 TS$150 million GDV resort
development on 50 acres of beach-
front land along China Beach in
Danang, in partnership with The
Nam Khang Co Corp, 2 Viginamese
property company. ASPL will ac-
guire o 60% stake in the project for
115518 million with the remaining
40% owned by The Nam Khang,

Thesecond praject, announced
on March 25, 2008, involves the de-
velopment of fwo towers with GV
of US$106 million on 4,500 sgmin
District 1, in the hedrt of Ho Chi
Minh Civ'sfinancial district. The
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along with Binh Duong Corps ASPL

has patd 118556 million indeposits  Ireka

and contrtbutions lor the develop- Lo HM

mentrights, which was done when '

prices were trending down.
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RNAV of RM1.77 =

With the recent plunge In ASPLs

shareprice to USE0.63, ourestimas 440

tion of Ireka'’s underlying RNAV has

fallen to RML.77 pershare. Evenifwe

impute a further discount to BNAV.— as

of 20%, the stock's medivm-term fair '

valueis RM1.42 — far higher than the L (+0.01)

current price of RMOL88, We main- .80 =

tain our buy recommendation. dan't1, 2008 July 8; 2008:

Itisimportant to note that ASPLs
share price fall will npt affect Ireka's
imderlying NTA valuation — which
stands at a substantial RM2.12 per
share in March 2008, Investors note
that ASPL's current share price is
presently undervalued refdtive 1o
its NAV and RNAV

Ireka’s 18.6% stake in ASPL I8
currently worth EM101:9 million
— more than is market capitalisa-
tiom of BEM 100 million: This means
Ireka's other assets — namely the
construction arm and stream of
management fees are accorded no
value at all by the marker.

Earnings recovery,
low valuations
In FY Match 2008, Ireka posted net
proficof BM E57.6 million in FY2008,
or RM 138 pershare; boosted by ex-
ceptional gains totalling A 1758 mil-
lion from the disposal of properties
0 ASPL, Excluding exceptonal gains,
pre-tax losses fell from AMB0.4 million
in FYO7 to RALE million in FYO8,
Construction losses have ceased
with the completion of external
projects. The recent steep rise in
steel and building material costs
will affect margins going forward
— but the-construction arm should
still bie profirable. We have factored
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of EM17.49 million, or 15.7 sen per
share in FY0Y, and BM21.6 mil-
liom, or 19 sen per share, in FYI0:
Al RMO.B8, its shares are trading at
P/Es of just 5.6 limes FY09 and 4.6
tirmes FY 10 carnings, and at just (0,4
times NTA.

Good dividends, high yields
Ireka's asset-light halance sheet and
steady earnings will also provide in-
vestors with relatively good and sus-
tainable dividends. In April 2008, the
company has officially set outits divi-
dend policy — at 40% ofnel profits.

We expect Ireka to declare a gross
11 sen dividend for FY08, which
transiates into a grossyield of 11.4%,
For FY09-10, we expect net dividends
of six sen and 7.5 sen respectively
— with high net dividend yields of
6.8% and B.5% respectively,

Note: Thisreport is brought fo you by
Asizr Analytica Sdn Bhid, a licensed
investment gdviser. Mlegse exercise
yaur own fudement or seek profes-
stonal advlvefor vour specific invesi-
mienineeds. We are not responsible
for yvour imyestment decisions, Our



