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Focusing On Affordable Homes

Titijaya is a mid-tier property developer with outstanding GDV of about RM11.9b in
key areas in Greater KL and Penang, focusing on affordably-priced homes. The
group is envied for being able to acquire land at below market prices via direct
acquisitions and joint ventures with landowners. It recently partnered China
Railway Engineering Corp to acquire a Jalan Ampang site, a major milestone for
the company. Titijaya trades at 9.3x FY16 PE and 11x FY17F consensus PE.

¢ Recent deal with CREC a big positive. Last week, Titijaya entered into a 70:30 (with
Titijaya holding the majority take) joint venture with China Railway Engineering Corp
(CREC) to acquire a 6.06-acre land at Jalan Ampang for an implied price of RM315m
(or RM1,193psf). The land is expected to generate RM2.1b GDV (ASP: RM900-
1,100psf) seven years. Interestingly, about 40% of the 2,510 units to be built on the
site would act as payment in kind for the construction of the residential towers, which
would be undertaken by CREC. Management views this positively as: a) it frees up
cash flow and upfront capital commitment, b) minimise take-up risk as a bulk of the
units would be taken up by CREC (which could be sold to CREC's extensive network
of buyers). From FY18, the company expects this project alone to contribute 20-25% of
group PBT. Going forward, the company does not discount the possibility of embarking
on new partnerships with CREC.

e Strong landbanking capabality. Historically, Titjaya has been able to acquire
landbanks at attractive prices either by direct acquisitions or joint ventures with
landowners. Its recent land cost-to-GDV ratios have been attractive, ranging from 1.2%
to 16%. The bulk of the landbank acquired are situated in mature areas, hence
acquiring them at such land cost-to-GDV ratios is commendable. As such, the
company has been able to record significant pre-tax margins of 17.5-25.9% in the past
three financial years, vs the industry’s 20%. Management expects to record similar
pre-tax margins going forward for its ongoing and future developments.

e Focusing largely on affordable housing space. Close to 90% of Titijaya’'s projects
are priced below RM599,000/unit, with properties ranging RM400,000-599,000/unit
taking up about 60% of its total offerings. Products priced within this range consist
mainly of serviced apartments, SOFO and shop office units. Presently, its flagship
project is the H20 development in Ara Damansara, which has secured about 72%
take-up.

KEY FINANCIALS

Year to 30 Jun (RMm) 2014 2015 2016
Net Turnover 2838 340.7 400.1
EBITDA 96.4 109.4 93.1
Operating Profit 95.9 108.8 92.5
Net Profit (Reported/Actual) 71.3 80.9 68.4
Net Profit (Adjusted) 713 80.9 68.4
EPS (Adjusted) (sen) 23.0 23.0 19.0
PE (Adjusted) (x) 7.8 7.8 94
P/B (x) 16 14 1.2
EV/EBITDA (x) 9.1 6.8 7.1
Dividend Yield (%) 2.2 25 0.3
Net Margin (Adjusted) (%) 25.1 23.8 171
Net Debt/(Cash) to Equity (%) 8.3 6.0 27.2
Interest Cover (x) n.a. n.a na.
ROE (%) 25.1 19.1 13.8
Consensus Net Profit - - -
UOBKH/Consensus (x)

Source: Titijaya, Bloomberg, UOB Kay Hian
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NOT RATED

Share Price RM1.79
Target Price n.a.
Upside n.a.

COMPANY DESCRIPTION

Property developer with key focus in
developing affordable properties in Greater
KL and Penang

STOCK DATA
GICS sector Real Estate
Bloomberg ticker TTI MK
Shares issued (m) 403.3
Market cap (RMm) 722.0
Market cap (US$m) 165.0
3-mth avg turnover (US$m) 0.6
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¢ Revenue cover to triple to RM1.3b upon completion of the CREC deal. Presently, = UPCOMING PROJECTS

the company’s unbilled sales stand at about RM512m. Upon completion of the CREC Est GDV

deal, the group expects unbilled sales to triple to RM1.3b as most of the units offered Project Type (RMm)

at the Jalan Ampang land would be taken up by CREC as payment in kind for g pjockB Apartments 300

construction costs for the project. SeriResidence  Landed homes 238
e Tapping on recent government-led initiatives. During the Budget 2015  ParkResidence  Apartments 76

announcement, the government revealed that it would offer 100% margin for financing ~ Riveria Office suits, 1391

with mortgage loan rebates of RM200m per month for two years to first-time apartments & shoplots

homebuyers buying properties below RM500,000. As most of its ongoing and future ~ BatuMaung Condominiums, SOHO, 2,520

launches are within the RM500,000 range, the company expects to benefit from this commercia .

scheme. Odeon Apartments & retail 1,268

Damansara West ~ Apartments & shops 2,338
o Damansara West to be a significant earnings contributor. In Oct 16, the company  gjang Sentral Service apartment 700

acquired a 46.2-acre land parcel in Sungai Buloh for RM115.6m (or RM57psf). This  1qq 8,831

land parcel is being earmarked mostly for affordable homes that are expected to Source: Tieye

generate about RM2.3b in GDV for over 7,000 apartments. Management expects at

least one-third of the units to be bought by government agencies as well as by first- | AND COST/GDV (%)

time homebuyers taking advantage of the government’s housing ownership schemes. 35% —

The launch of this project is expected in 2H17. - B
¢ Still financially strong to embark on future acquisitions. Titijaya’s balance sheet is —

relatively strong, with a net gearing ratio at 0.27x as at end-FY16 and net cash of 1001

RM61m. However, the group expects gearing to rise to 0.38x post the JV with CREC. 20% - 1620
e Sales and launch targets. In FY16, the group recorded about RM260m in property 4 10 7713‘57

sales, mostly from landed homes. For FY17, the group has a sales target of RM400m, 10% + 0L

excluding property sales from the CREC deal. Its key target launches in FY17 would o | gg0 491 50

be Block B of the H20 residences (RM191m), Park Residensi in Cheras (RM77m) and 1.19 z'ﬂeg 7 ‘ ‘ ‘

Riveria @ KL Sentral (RM379m). e s e e e = s s g s
EARNINGS REVISION/RISK g % w2 3 g %
¢ The street expects the company to report net profits of RM63m, RM64m and RM109m N & §

for FY17-FY19, which represents a 3-year CAGR of 15.4%. Source: Titijaya
¢ The group recently announced a one-for-two share split and a 1-for-2 warrants (post  pgT

share split). (RMm) (%)

32 40
1 PBT (LHS)

Key risks include: a) execution risks, b) rising interest rates, c) tighter lending policies
by banks, and d) rising cost of raw materials that leads to margin erosion.

VALUATION/RECOMMENDATION

Titjaya currently trades at PE of 9.3x, 11x and 12x for FY16-18F respectively.
However, the street expects the company to trade at around 7x PE from FY19. The
group also has a 20% dividend payout ratio. Assuming a similar payout, FY17 dividend
based on consensus estimates implies a yield of 1.7%.
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ONGOING PROJECTS 1Q15 2Q15 3Q15 ‘ 4Q15 1Q16 2Q16 3Q16 4Q16
Est GDV Take-up Source: Titijaya

Project Type (RMm) (%)

Mutiara Residence Landed homes 30 96

3 Elements SOFO & apartments 435 99

Zone Innovation Park Semi-D factories 223 86

Seri Alam Residences Landed homes 102 59

Embun Landed homes 149 64

H20 Service apartments 603 72

Total 1,542

Source: Titijaya
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Bloomberg Consensus

Recommendation Buy Sell Hold  Valuation Ratios 06/15 06/16 06/17E 06/18E
10/11/2016 0% 0% 100% PIE 8.7 7.6 11.9 112
Target Price 156 EVIEBIT 6.8 7.2 10.1 9.9
Upside - EV/EBITDA 6.8 7.1 9.7 9.7
PIS 2.1 13 21 21
Income Statement 06/15 06/16 06/17E 06/18E  P/B 15 1.0 13 12
Revenue 341 400 339 338 Div Yield 2.3 0.3 3.7 44
Gross Income 149 141 - -
Operating Income 109 93 88 88 Profitability Ratios % 06/15 06/16 06/17E 06/18E
Pretax Income 111 91 86 88 Gross Margin 439 353 - -
Net Income Adjusted 81 68 63 64 EBITDA Margin 321 233 26.5 26.7
EPS Adjusted (sen) 23 19 15 16 Operating Margin 31.9 23.1 25.8 26.1
Dividends Per Share (sen) 5 1 7 8 Profit Margin 23.8 17.1 18.6 18.9
Payout Ratio (%) 20 3 44 49 Return on Assets 8.7 6.4 - -
EBITDA 109 93 90 90 Return on Equity 19.1 13.8 115 10.9
Peer Comparison Ticker Share Price Market - PE--- e P/B----- Yield
11 Nov 16 Cap FY16 FY17 FY16 FY17 FY16
(RM) (RMm) (x) (x) *x) *x) (%)
EcoWorld ECW MK 132 3,630 20.6 19.2 15 14 0.0
MRCB MRC MK 1.35 2,894 29.7 17.9 1.0 0.9 15
Mah Sing Group MSGB MK 1.55 3,735 104 10.2 0.9 0.9 42
SP Setia SPSB MK 3.13 8,824 114 13.2 1.0 0.9 45
Sunsuria SSR MK 0.95 759 95 6.9 1.0 0.9 0.0
Sunway Berhad SWB MK 3.05 6,203 12.1 117 0.8 0.7 33
UEM Sunrise UEMS MK 1.04 4,719 29.2 255 0.8 0.8 2.8
Average 17.6 15.0
Titijaya Land TTIMK 1.79 722.0 94 11.9 13 12 3.7

Source: Bloomberg

Technical View

[FTFLTVA T3 [YCAAY] 10 8 TH0H1 TR L1 100 -1 T an TGk 10 A7) Tenian TH18 Kpm 117! Teama 118 TItIJ aya Lan d (TTJ M K)
Technical BUY on pullback with +14% potential return

Support RM1.70

Last price : RM1.79

Target price : RM1.99, RM2.04

BJF% ~/ " Support: RM1.70

T’wﬂ JLH%'W '.1?1154-"" 5 o " Stop-loss : RM1.69

T = BUY with a target price of RM2.04 and stop-loss at RM1.69.
A; Based on the daily chart, the stock appears to have formed a firm
At et dtclcnadill o base above the RM1.70 level after pulling back from the previous
= AR e = high of RM1.93. Selling pressure appears to have subsided as
_ T reaffirmed by the lower trading volumes. This bearish signal is
. D N reflected in the DMI and MACD that are currently on a bearish
— e 8 crossover. But we expect Titijaya to continue to form higher highs

SRR L T + and higher lows when selling momentum diminishes.

Expected Timeframe: 2 weeks to 2 months
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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

(i) 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 Securities, 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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the

Kingdom 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 | This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable
of America U.S. laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts
("U.S.) 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 2016, UOB Kay Hian Securities (M) Sdn. Bhd. All rights reserved.
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