3% HongLeong Investment Bank

HLIB Research

PP 9484/12/2012 (031413)

AndrewLim Ken-Wern

kwlim@hlib.hongleong.com.my

(603) 2083 1730

B UY (Maintain)

Target Price: RM2.17
Previously: RM2.17
Current Price: RM1.97
Capital upside 10.2%
Dividend yield 6.2%
Expected total return 16.3%

Sector coverage: Property

Company description: Matrix involves in property
development and construction businesses primarily
focus in Negeri Sembilan and Johor.

Share price
(RM) Pts

230 = MCH (LHS) ———KLCI (RHS)

2050
220 1975
210 1900
200 1825
1.90 1750
180 1675
1.70 1600

Jan-18 Apr-18 Jul-18 Oct-18 Jan-19

Historical retun (% ) ™ 3M 12M
Absolute 4.2 -1.5 9.2
Relative 22 2.4 2.4
Stock information
Bloomberg Ticker MCH MK
Bursa Code 5236
Issued Shares (m) 753
Market cap (RM m) 1,483
3-mth avg. volume ('000) 336
SC Shariah-compliant Yes
Major shareholders
Lee Tian Hock 15.4
Shining Term Sdn Bhd 14.1
KWSP 6.2
Earnings summary
FYE (Mar) FY18  FY19  FY20i
PATMI-core (RMm)  211.8 2055  231.3
EPS - core (sen) 28.2 213 30.8
P/E (x) 7.0 7.2 6.4
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Briefing Takeaways

Matrix Concepts Holdings

Likely to exceed sales target

To recap, Matrix’s OMFY19 core PAT of RM151.7m (-9.7% YoY) came in below
expectations largely due to a lower than expected margin product mix. Over
RM500m worth of GDV will be launched in 4QFY19, on track to meetthe full year
launch target of RM1.7bn; note that these projects command lower margins vis-
a-vis the historical product mix. There are currently no plans on further
landbanking activities in Australia in the near-term (focus will be placed on
areas surrounding BSS instead). Maintain forecasts and BUY rating with
unchanged TP of RM2.17 based on unchanged 25% discount to RNAV of
RM2.90.

9MFY19 below expectations. To recap, Matrix’'s 9MFY19 core PAT of RM151.7m (-
9.7% YoY) came in below expectations, accounting for 64% and 66% of HLIB and
consensus full year forecasts, respectively. The lower QoQ and YoY results were
attributed to a lower than expected margin product mix and a high base effect in
3QFY18 from the sale of industrial properties.

Australian projects. Recall that the proceeds from M.Carnegie (which has been
completed) will be reinvested in Australia into two projects i.e. Greenvale and St.
Kilda. The Greenvale project is targeted to launch in mid-FY19 and fetch owver
AUD20m worth of GDV. With regards to the St. Kilda project, the targeted launch date
will be in mid-FY20; the project is expected to generate a GDV of at least AUD78m
and management is in midst of seeking approval to increasing its plot ratio.
Management guided there are currently no plans of further landbanking activities in
Australia in the near-term. Instead, landbanking activities will be focused on areas
surrounding the BSS township.

Chambers, KL. Matrix’s maiden project in Kuala Lumpur, Chambers KL, was
launched back in August 2018 with a GDV of RM310.8m. We note that the
construction progress is at ¢.10% and we can expect bulk of the revenue recognition
to take place in FY19 and FY20. As of now, the project achieved bookings of over
80%, whereas the take-up rate stands at ¢.50%.

FY19 sales target to be exceeded. We expect 4QFY19 to come in strong, allowing
Matrix to exceed its sales target of RM1.2bn (from RMJ1.1bn initially). Recall that
9MFY19 sales figures have already hit RM1.14bn.

Outlook. We understand that over RM500m worth of GDV will be launched in
4QFY19, on track to meet the full year launch target of RM1.7bn. Notable launches
include Ara Sendayan Phase 5 (RM104m), and Tiara Sendayan Phase 3 & 4
(RM364m) (Figure #1); note that these projects command lower margins vis-a-vis the
historical product mix. Moving forward, earnings \visibility will continue to be supported
by the strong new sales and unbilled sales of 1.7x cower, albeit having a lower margin
product mix.

Forecast. Unchanged as we hawe already lowered our earnings forecast in our
results review yesterday.

Maintain BUY with unchanged TP of RM2.17 based on unchanged 25% discount to
RNAV of RM2.90. We continue to like Matrix as it is well-positioned to ride on the
affordable housing theme within its successful townships with cheap land cost and
sustained property sales. This is supported by an attractive dividend yield of 6.2% for
FY19 and 7.0% for FY20, being one of the highest in the sector.
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Financial Forecast

All items in (RM m) unless otherwise stated

Balance sheet

Income statement

FYE Mar FY17 FY18  FY19f  FY20f FY21f FYE Mar FY17 FY18  FY19f  FY20f  FY21f
Fixed assets 235.7 235.6 2355 2354 235.3 Revenue 775.0 812.3 989.6 1096.1 1104.1
Other long-term assets 10.9 16.4 16.4 16.4 16.4 Operating cost (498.2) (504.0) (694.7) (766.3) (735.1)
Other short-term assets 0.0 0.0 0.0 0.0 0.0 EBITDA 276.8 308.3 2949 329.8 369.0
Working capital 644.9 798.2 7216 799.3 805.2 D&A (9.0) (9.6) (10.3)  (10.3)  (10.3)
Receivables 266.8 154.2 2414 267.4 269.3 Net Interest (7.5) (4.8) (3.0) (2.6) (1.4)
Payables 214.3 172.3 2711 300.3 302.5 JV & Associates 0.0 0.0 0.0 0.0 0.0
Inventory 1638 4717 209.1 231.6 233.3 Pretax profit 260.3 2941 2815  316.9 357.3
Net cash / (debt) (156.9)  (35.1)  105.0 1255  200.5 Taxation (75.0)  (82.2)  (76.0) (85.5)  (96.5)
Cash 117.3 2773 4175 4379 512.9 Minority Interest 0.0 0.0 0.0 0.0 0.0
ST debt 92.9 150.5 150.5 150.5 150.5 PATAMI 185.3 211.8 205.5 231.3 260.8
LT debt 181.3 161.9 161.9 161.9 161.9 Exceptionals 0.0 0.0 0.0 0.0 0.0
Equity 1024.0 12055 1318.6 14458 1589.3 Core Earning 185.3 211.8 2055 2313 260.8
Shareholders' unds 10240 12050 13181 14453 1588.8 Basic shares (m) 752.2 752.2 752.2 752.2 752.2
Minorities 0.0 05 0.5 0.5 0.5

Other liabiliies (289.4) (190.4) (240.0) (269.2) (331.9) Consensus core PATMI 230.0 2535 267.0

HLIB/ Consensus 89% 91% 98%

Cashflow Valuation ratios

FYE Mar FY17 FY18  FY19f  FY20f FY21f FYE Mar FY17 FY18  FY19f  FY20f FY21f
EBIT 267.8 298.7 284.5 3194 358.7 NetDPS (sen) 11.0 12.9 12.3 13.8 15.6
D&A 9.0 9.6 10.3 7.0 10.3 FCF/ share (sen) 3.8 20.0 30.2 15.7 24.5
Working capital changes (153.7)  (65.9) 270 (106.8)  (68.6) FCF yield (%) 2.0 10.2 15.3 7.9 124
Taxation (75.0)  (82.2)  (76.0)  (85.5)  (96.5) Market capitalization (m) 1481.8  1481.8  1481.8 1481.8 1481.8
Others 9.0 0.8 (8.8) (9.4) (9.4) Net cash (m) (156.9)  (35.1)  105.0 125.5 200.5
Operating cashflow 53.5 160.7 237.0 128.0 194.6 Core EPS (sen) 24.6 28.2 27.3 30.8 34.7
Capex & acquisitions (245) (102) (102) (102)  (10.2) PIE (x) 8.0 7.0 72 6.4 5.7
Free cashflow 28.9 150.5  226.8 117.8 184.4 Fully Diluted EPS (sen) 22.7 26.0 25.2 284 32.0
Others (3.2) (1.8) 5.8 6.8 8.0 FD P/E (x) 8.7 76 78 6.9 6.2
Investing cashflow (27.8)  (12.1) (4.4) (3.4) (2.3) BV / share 14 1.6 1.8 1.9 2.1
Equity Raised 225 60.8 0.0 0.0 0.0 P/BV (x) 14 1.2 1.1 1.0 0.9
Others 0.0 0.0 0.0 1.0 1.0 ROA (%) 23.3 18.3 18.4 19.5 20.6
Net Borrowing 56.7 45.9 0.0 0.0 0.0 ROE (%) 18.1 17.6 15.6 16.0 16.4
Financing cashflow (4.0) 22.0 (92.5) (104.1) (117.4) Enterprise value 1638.7 15169 13768 1356.3 1281.3
Net cashflow 21.8 170.6 140.1 20.5 75.0 EV/ EBITDA (x) 5.9 4.9 4.7 4.1 35
Growth ratios Margin ratios

FYE Mar FY17 FY18  FY19f  FY20f FY21f FYE Mar FY17 FY18  FY19f  FY20f FY21f
Sales Growth 4.8 21.8 10.8 0.7 Margins (%)
Operating ex penses 1.2 37.8 10.3 (4.1) EBITDA Margin 35.7 38.0 29.8 30.1 334
EBITDA Growth 114 (4.4 11.8 11.9 EBIT Margin 34.6 36.8 28.8 29.1 325
PBT Growth 13.0 (4.3) 12.5 12.8 PBT Margin 33.6 36.2 285 28.9 324
PATMI 14.3 (3.0) 12.5 12.8 PATMI 239 26.1 20.8 2141 23.6
Basic EPS Growth 14.3 (3.0) 12.5 12.8
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Figure #1 FY19 launches (GDV RM’m)

Project 1Q 2Q 3Q 4Q
Bandar Sri Sendayan

Hijayu Resorts Homes (Phases 5 & 6) 17.0
Ara Sendayan Phase 3 (Precinct 4)

Ara Sendayan Phase 4 (Precinct 2A) mm
Ara Sendayan Phase 5 (Precinct 2A)

Tiara Sendayan 1 mm

Tiara Sendayan 2

Tiara Sendayan 3
Tiara Sendayan 4
Tiara Biz 1

Tiara Biz — Petfrol Station
Sub Centre @ STV 1A

Bandar Sri Impian

Impiana Bayu 3A

Others

Chambers KL (PWTC) 310.8

Lobak Commercial Centre 25.0 3.6

Company
Figure #2 RNAV Table

Stake NPV

Projects (%) (RM m)
Ongoing

BSS 100% 43
TSI 100% 2.8
STV 1and2 100% 73.0
Unbilled Sales 100% 67.7
Future

BSS 100% 576.9
TSI 100% 168.3
STP 100% 54.0
STV3 100% 27.3
Residency SIGC 100% 27.3
Kota Gadong Perdana 100% 164.2
Puchong 100% 30.7
KL High Rise Mixed Development 100% 411
Lobak Commercial Centre 100% 411
Carmnegie, Australia 100% 5.0
NPV 1,248.4
Shareholder Funds as of 4Q18 1,205.0
Net cash/(debt) as of 4Q18 (277.3)
RNAV 2,176.1
Wa proceed 185.6
Total RNAV 2,361.7
Total Diluted Shares 815.5
RNAV/share 2.90
Discount 25%
Discounted RNAV 1,771.3
Discounted RNAV/Share 217

Company, HLIB
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Hong Leong Investment Bank Berhad (10209-W)

Disclaimer

The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for any
direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any fime without prior notice. Hong Leong Investment Bank Berhad has no
obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the
appropriateness of investing in any securites or the investment strategies discussed or recommended in this report. Nothing in this report consfitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represent a personal
recommndation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employeees may, from time to tme, own, have
positions or be materially interested in any securiies mentioned herein or any securites related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securiies and provide advisory, investment or other services for or do business with any companies or enties mentioned in this report. In
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise o real or potential conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made stricly on the basis that it will remain confidential. All
materials presented in this report, unless specifically indicated otherwise, is under copyright to Hong Leong Investment Bank Berhad. This research report and its contents
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, direclty or indirectly, to any person or published in whole or in part, or altered in
any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong Investment Bank Berhad takes no responsibility for the content contained therein.
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are provided solely for your convenience.
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong
Investment Bank Berhad website shall be at your own risk.

1. As of 22 February 2019, Hong Leong Investment Bank Berhad has proprietary interest in the following securiies covered in this report:
@-

2. As of 22 February 2019, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report:

(a) -

Published & printed by:

Hong Leong Investment Bank Berhad (10209-W)
Level 28, Menara Hong Leong,

No. 6, Jalan Damanlela,

Bukit Damansara,

50490 Kuala Lumpur

Tel: (603) 2083 1800

Fax: (603) 2083 1766

Stockrating definitions

BUY Expected absolute retun of +10% or more over the next 12-months.

HOLD Expected absolute retum of -10% to +15% overthe next 12-months.

SELL Expected absolute retum of -10% or less over the next 12-months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result to a change from the previous rating.
NOT RATED Stock is not or no longer within regular coverage.

Sectorrating definitions

OVERWEIGHT Sector expected to outperform the market over the next-12 months.
NEUTRAL Sector expected to perform in-line with the market over the next -12 months.
UNDERWEIGHT Sector expected to underperform the market over the next -12 months.
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