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Downgrade to NEUTRAL; our Top Picks remain Sime Darby Property
and Mah Sing. We believe the resurgence of COVID-19 cases will delay
the property market recovery. In line with encouraging car sales, although
the property market did pick up post MCO, as COVID-19 cases are still
staying high since end-September, we think sentiment on the ground is
dampened once again. In addition, the lack of property market stimulus in
Budget 2021 is also a disappointment. However, business diversification
and privatisation moves could now be the key angle for the sector.

Resurgence of COVID-19 cases delays sector recovery. As the
property market started to pick up post the Movement Control Order
(MCO) in June, the country saw a third wave of COVID-19 cases from end
of September. This has, unfortunately, hit market sentiment again and we
believe property buyers will likely hold back their property purchases and in
the meantime, banks will remain stringent on their mortgage lending
policies. We now expect the property market to only see a meaningful
recovery in late 2021.

Renewed concerns on unemployment and economic growth outlook.
The recent surge in COVID-19 cases has exerted immense stress
particularly on the retail market. The closure of Robinsons as well as
temporary shutdown of cinemas highlighted a weak retail spending pattern.
The high unemployment rate at around 5% has added uncertainties to the
economic growth outlook for next year.

Lack of goodies in Budget 2021, a disappointment. The budget has
concentrated on home ownership over the long term, but ignored the near-
term survival and recovery of the property market. The budget only saw the
extension of stamp duty waiver for properties priced below MYR500,000.
This, to a certain extent, also overlaps with the ongoing Home Ownership
Campaign (HOC), which will expire in end-May 2021. We previously
thought that the real property gains tax (RPGT) could be adjusted for both
locals and foreigners, so that buying activities can be stimulated — given
the current ultra-low interest rate. However, this did not materialise.

Business diversification and privatisation are key drivers. We are
positive on developers that are seeking business diversification at this time
to mitigate the volatility in property earnings. Some developers that have
exposure to construction, healthcare and investment properties are good
examples and they have been able to demonstrate relatively resilient
earnings trend. In addition, as we believe the sector valuations will likely
stay depressed, we continue to think that privatisation remains an
attractive option particularly for those family-run property development
companies.

Valuations. The sector is still trading at beyond -2SD level. Value has
emerged given the very low P/BV and deep discount to RNAV. Yet, we
consider value is trapped when the companies have no value-unlocking
effort or earnings drivers ie strong property sales, monetisation of assets,
new business opportunities, or M&A/privatisation exercise.

Top Picks Target Price
Sime Darby Property (SDPR MK) - BUY MYRO0.88
Mah Sing (MSGB MK) — BUY MYR1.28
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Mah Sing BUY MYR1.28 30.6 9.2 0.7 4.1

Matrix Concepts BUY MYR2.22 37.0 6.5 0.7 6.3

Sime Darby Property BUY MYRO0.88 53.0 17.3 0.4 3.1

Eastern & Oriental NEUTRAL MYRO.45 25.0 11.6 0.3 2.8

101 Properties NEUTRAL MYR1.01 15.4 9.4 0.2 23

Tambun Indah NEUTRAL MYRO0.59 1.7 6.9 0.4 5.2

LBS Bina TRADING BUY MYRO.60 57.9 10.2 0.4 1.3

Source: Company data, RHB
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Not Out Of The Woods Yet

Property market did recover post MCO

Developers such as Mah Sing and Sime Darby Property managed to secure an
encouraging amount of bookings since the re-opening of economy. As at end-June, Mah
Sing has raked in MYR1.6bn bookings (vs MYR1.1bn sales target), while Sime Darby
Property has a bookings backlog of MYR1.1bn (vs MYR1.4bn sales target). The recovery
was quite in line with the strong rebound in local car sales, which is also a big-ticket item,
as well as the residential property sales in Singapore.

Figure 1. Quarterly aggregate property sales
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Car sales sustained above 50,000 units. After the lockdown was lifted, car sales
rebounded strongly in June and the TIV exceeded the 50,000 mark for three consecutive
months in July, August and September. Malaysian Automotive Association (MAA)'s TIV
achieved 56,444 units in September vs 52,800 units in August. The pick-up was largely
driven by the sales tax exemption as well as improved consumer sentiment as businesses
returned to normal since the end of the MCO. In the meantime, demand was also
supported by new model launches. The new Proton X50 has also garnered significant
interest from the market, with >20,000 bookings in the first two weeks post its soft launch.

Figure 2: TIV (car sales volume) growth
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Strong rebound in the Singapore property market

Money looking for home? Since the re-opening of the Singapore economy in June,
private home sales have rebounded back to pre-COVID levels, with monthly sales in
August rising 16% MoM and 12% YoY. YTD sales volumes are now just 5% below last
year’s sales.

We believe the strong rebound very much reflects the strong liquidity in the market, driven
by an ultra-low interest rate environment, Government’s economic stimulus as well as a
surge in demand from HDB upgraders. Attractive new project launches and aggressive
marketing have also partly contributed to the uptick in demand. Singapore’s 15-year
housing loan rate (tracked by Bloomberg) has already fallen by another 43bps to 2.83%,
and it is 150bps below the long-term average. We understand that the demand is mainly
concentrated on the mass market segment (below SGD2,000 psf), while the high-end
segment remains weak due to the slowdown in foreign purchases.

Figure 3: Private home sales in Singapore

Figure 4. Singapore 15-year housing loan rate (%)
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But the resurgence of COVID-19 cases delays the recovery trajectory

As the demand for property in Malaysia has just recovered somewhat in June-September,
the country is hit by a new wave of COVID-19 cases, which has dampened market
sentiment again. As the number of cases stays elevated over the past one month, we
think potential property buyers will likely hold back their purchases in 4Q, and developers
will slow down their launches. Also, in the meantime, banks will remain tight on their
mortgage lending activities. Some bookings that developers secured earlier may not be
able to be converted into contractual sales successfully.

Job security has become a major concern again as retail, tourism, airline are amongst the
industries that have been hit badly. The closure of the two Robinsons departmental outlets
in Malaysia as well as a temporary shutdown of cinemas highlighted the weak retail
spending and consumer sentiment. We think the property market will take time to recover
this round as sentiment will remain cautious as long as the COVID-19 cases are not
reduced significantly for a sustainable period of time, and pop up from time to time.

Figure 5: Unemployment rate reached a record high in 2Q20

Figure 6: The number of COVID-19 cases reached new highs
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Lack of goodies in Budget 2021 for the property sector

The extension of the stamp duty waiver for first-time home buyers, for another five years,
is only mildly positive/neutral to the property sector. As the country is now fighting against
the COVID-19 pandemic, we think buyers for properties priced MYR500,000 and below,
which are typically the mid- to low-income group, will be very likely to hold back on buying
real estate due to the uncertain economic outlook and rising concerns on job security.

Meanwhile, the Rent-to-Own scheme is already ongoing, and may now be extended to
PR1MA houses. Therefore, the direct impact to developers should be rather minimal.
Currently, in order to unwind their unsold inventory and boost sales for new launches,
developers already have their existing marketing schemes in place.

Overall, we are rather disappointed that Budget 2021 offers very few benefits to the
property sector. Measures to spur demand for property are lacking. The budget has
concentrated on home ownership over the long term, but ignored the near-term survival
and recovery of the property market. We previously thought that the real property gains
tax (RPGT) could be adjusted for both locals and foreigners, so that buying activities can
be stimulated, leveraging on the current ultra-low interest rate. However, this did not
materialise. Recall, in June 2020, the Government announced a RPGT exemption for
disposal of up to three residential properties per individual from 1 June 2020 to 31 Dec
2021. We deem this as a short-term measure and it is only meaningful for disposals of
properties over the next 12-14 months.

In addition, the stamp duty waiver will unlikely boost demand, as property buyers can
already enjoy the same benefit under the existing Home Ownership Campaign (HOC),
which will end on 31 May 2021. We also thought the Government would announce the
extension of HOC until 31 Dec 2021.

Figure 7: Current RPGT regime

Category of disposal Effective from 1st Jan 2014 Effective from 1st Jan 2019
Citizen Non-citizen Corporate Citizen Non-citizen Corporate
Disposal within 2 years 30% 30% 30% 30% 30% 30%
Disposal within 3rd year 30% 30% 30% 30% 30% 30%
Disposal within 4th year 20% 30% 20% 20% 30% 20%
Disposal within 5th year 15% 30% 15% 15% 30% 15%
Disposal in the 6th year
and subsequent years 0% 5% 5% 5% 10% 10%
Source: RHB

Business diversification and privatisation: Potential key drivers

Business diversification to mitigate earnings volatility. While demand for property is
expected to remain sluggish at least over the next six months, we view developers that are
seeking business diversification at this time positively. Mah Sing, Titijaya (TTJ MK, NR)
and Aspen Group (ASPEN SP, NR) are amongst the developers that have recently
explored healthcare-related businesses for diversification in order to reduce their exposure
to the cyclical nature of property business. Some developers that have exposure to
construction, healthcare and investment properties are good examples and these
businesses have successfully grown in size over time, allowing opportunities for value
unlocking over the longer term.

Depressed valuations provide attractive privatisation opportunities. We think
valuations for property stocks will likely stay at depressed levels over the medium term.
Many (small cap) property companies have been trading at only 0.2-0.3x P/BV over the
last 3-4 years. Thus, privatisation remains an attractive option for many developers,
particularly for those smallish/family-run property development companies that own
valuable landbank with little debt.

See important disclosures at the end of this report
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Increase in overhang units has started to ease slightly

Slower growth in overhang units. Although the market is still concerned over the
persistent supply glut, the increase in overhang units seems to have eased marginally. In
our opinion, the supply glut may stay and stabilise at around 20,000 units over the longer
term (currently at around 32,000 region), similarly to the 2008-2010 levels, as currently
about 32% of the overhang units are priced below MYR300,000. Note that these units are
mainly the low-cost housing, unreleased bumi units and PR1MA homes, that may be
located at less strategic locations and take a long time to clear.

On the ground, we already saw many developers busy unwinding their unsold inventory
since 2-3 years ago. At the same time we noticed developers have also slowed down their
new launches significantly since the property market started tapering off five years ago. In
addition, many developers have written down their unsold stocks, which means that
developers could let go these unsold units at lower selling prices (without incurring
significant losses). Therefore, we believe these overhang units will be absorbed over time.

Figure 8: Residential overhang units
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Figure 9: Pricing distribution of the overhang units

Figure 10: Geographical distribution of the overhang units
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Downgrade to NEUTRAL; Stock picks: Sime Darby Property and Mah Sing

Trough valuations will likely continue. The sector has been trading at trough valuations
of 72% discount to RNAV ie beyond -2SD level since the beginning of 2020. We
downgrade the sector to NEUTRAL. The recovery trajectory post MCO was unfortunately
interrupted by the new wave of COVID-19 cases, and hence we think a sustainable uptick
in demand for property will take a longer period to materialise. Without any value-
unlocking effort or earnings drivers such as strong property sales, monetisation of assets,
new business opportunities, or M&A/privatisation exercise, we think the sector will
continue to underperform.

Stock picks:

Sime Darby Property. We expect the company to have a fast recovery in property sales,
given its strong marketing team and effective marketing campaigns. Although near-term
earnings prospects are lacking due to the potential impact of a lockdown in the UK on the
Battersea Power Station project, we think property sales and earnings recovery should be
on track for Sime Prop after all the impairments and write-downs have been incurred.
Apart from this, we think the company is also a potential beneficiary if the KL-Singapore
high speed rail (HSR) project is restored, as it has a sizeable landbank in Labu and
Pagoh, where the HSR stations may be located, according to the previous proposed
alignment.

Mah Sing. We like the management’s effort to venture into glove manufacturing business.
We think the business diversification will likely be able to mitigate the earnings downtrend
given the sluggish property development activities over the medium term. With MYR150m
capital outlay via internal and debt funding, the company is now building 12 production
lines, which will start in May 2021. Earnings are expected to see a quantum leap starting
2H21.

Figure 11: Sector’s discount to RNAV (based on large-cap developers)
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Figure 12: Property valuations table
FYE Price Target Mkt Cap P/E (x) EPS Growth (%) P/BV (x) P/ICF(x) ROE (%) DY (%) RNAV/ Discount Rec
(MYR/s) (MYR/s) (MYRm) FY20F FY21F FY20F FY21F FY20F FY20F FY20F FY20F share (MYR) to RNAV
Sime Darby Property  Dec 0.58 0.88 3,910 518 17.3 (78.6) 199.3 0.4 10.0 0.8 0.0 2.50 -77% Buy
Mah Sing Dec 0.98 128 2,379 16.0 9.2 (29.5) 73.3 0.7 3.6 4.4 2.6 3.06 -68% Buy
Matrix Concept® Mar 162 2.22 1,351 5.9 6.6 (5.1 (110) 0.8 3.9 135 6.8 3.41 -52% Buy
LBS Bina Dec 0.38 0.60 593 119 10.2 (29.5) 16.3 0.4 9.6) 3.8 12 151 -75% Trading Buy
101 Prop Jun 0.88 101 4,818 8.5 9.8 (7.5) (13.2) 0.3 3.0 2.4 17 4.04 -78% Neutral
Eastern & Oriental® Mar 0.36 0.45 515 1.7 10.9 17.5 34.9 0.3 2.5 2.0 2.8 2.27 -84% Neutral
Tambun Indah Dec 0.58 0.59 252 9.7 6.9 (37.8) 39.8 0.4 4.3 4.0 3.4 2.38 -76% Neutral
Sector Avg 12.3 10.5 (15.3) 17.5
Note: "FY20-21valuations refer to those of FY21-22
Source: Bloomberg, RHB
See important disclosures at the end of this report 6 R"B’
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months
Trading Buy: Share price may exceed 15% over the next 3 months, however
longer-term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.
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represents and warrants that it is lawfully able to receive this document under the
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and is subject to change. If the Financial Services and Markets Act of the United
Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our
obligations owed to such recipient therein are unaffected. RHBIB has no obligation to
update its opinion or the information in this report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
has disclosed the Corporate Governance Report of Thai Listed Companies made
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
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Securities (Thailand) PCL does not endorse, confirm nor certify the result of the
Corporate Governance Report of Thai Listed Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia.
This research does not constitute an offering document and it should not be
construed as an offer of securities in Indonesia. Any securities offered or sold,
directly or indirectly, in Indonesia or to any Indonesian citizen or corporation
(wherever located) or to any Indonesian resident in a manner which constitutes a
public offering under Indonesian laws and regulations must comply with the
prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Bank Berhad (Singapore
branch) which is a holder of a full bank licence and an exempt capital markets
services licence and financial adviser regulated by the Monetary Authority of
Singapore. RHB Bank Berhad (Singapore branch) may distribute reports produced
by its respective foreign entities, affiliates or other foreign research houses pursuant
to an arrangement under Regulation 32C of the Financial Advisers Regulations.
Where the report is distributed in Singapore to a person who is not an Accredited
Investor, Expert Investor or an Institutional Investor, RHB Bank Berhad (Singapore
branch) accepts legal responsibility for the contents of the report to such persons
only to the extent required by law. Singapore recipients should contact RHB Bank
Berhad (Singapore branch) in respect of any matter arising from or in connection with
the report.

United States

This report was prepared by RHB is meant for distribution solely and directly to
“major” U.S. institutional investors as defined under, and pursuant to, the
requirements of Rule 15a-6 under the U.S. Securities and Exchange Act of 1934, as
amended (the “Exchange Act”) via a registered U.S. broker-dealer as appointed by
RHB from time to time. Accordingly, any access to this report via Bursa Marketplace
or any other Electronic Services Provider is not intended for any party other than
“major” US institutional investors (via a registered U.S broker-dealer), nor shall be
deemed as solicitation by RHB in any manner. RHB is not registered as a broker-
dealer in the United States and currently has not appointed a U.S. broker-dealer.
Additionally, RHB does not offer brokerage services to U.S. persons. Any order for
the purchase or sale of all securities discussed herein must be placed with and
through a registered U.S. broker-dealer as appointed by RHB from time to time as
required by the Exchange Act Rule 15a-6. For avoidance of doubt, RHB reiterates
that it has not appointed any U.S. broker-dealer during the issuance of this report.
This report is confidential and not intended for distribution to, or use by, persons
other than the recipient and its employees, agents and advisors, as applicable.
Additionally, where research is distributed via Electronic Service Provider, the
analysts whose names appear in this report are not registered or qualified as
research analysts in the United States and are not associated persons of any
registered U.S. broker-dealer as appointed by RHB from time to time and therefore
may not be subject to any applicable restrictions under Financial Industry Regulatory
Authority (“FINRA”) rules on communications with a subject company, public
appearances and personal trading. Investing in any non-U.S. securities or related
financial instruments discussed in this research report may present certain risks. The
securities of non-U.S. issuers may not be registered with, or be subject to the
regulations of, the U.S. Securities and Exchange Commission. Information on non-
U.S. securities or related financial instruments may be limited. Foreign companies
may not be subject to audit and reporting standards and regulatory requirements
comparable to those in the United States. The financial instruments discussed in this
report may not be suitable for all investors. Transactions in foreign markets may be
subject to regulations that differ from or offer less protection than those in the United
States.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (‘RHBIB Group”) form a diversified financial group,
undertaking various investment banking activities which include, amongst others,
underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the
RHBIB Group, may, from time to time, have business relationships with, hold any
positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its
own account or the account of its customers or perform and/or solicit investment,
advisory or other services from any of the subject company(ies) covered in this
research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of
interest to ensure the independence of this report, investors should also be aware
that such conflict of interest may exist in view of the investment banking activities
undertaken by the RHBIB Group as mentioned above and should exercise their own
judgement before making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(Singapore branch), and the disclaimers above similarly apply.

Malaysia

Save as disclosed in the following link RHB Research conflict disclosures —

November 2020 and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB’s staff or associated person serve as a director or board
member* of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of
research department

4. RHBIB did not receive compensation for investment banking or corporate
finance services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research conflict disclosures —

November 2020 and to the best of our knowledge, RHB Securities (Thailand) PCL

hereby declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the
securities or other capital market products of the subject company(ies) covered
in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL'’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of
research department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit
(including gift and special cost arrangement e.g. company/issuer-sponsored and
paid trip) in relation to the production of this report.

Indonesia

Save as disclosed in the following link RHB Research conflict disclosures —

November 2020 and to the best of our knowledge, PT RHB Sekuritas Indonesia

hereby declares that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to
in (a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit
(including gift and special cost arrangement e.g. company/issuer-sponsored and
paid trip) in relation to the production of this report:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research conflict disclosures —

November 2020 and to the best of our knowledge, the Singapore Research

department of RHB Bank Berhad (Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make
a market in any issuer covered by the Singapore research analysts in this
report.

2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its
analysts do not have a financial interest (including a shareholding of 1% or
more) in the issuer covered by the Singapore research analysts in this report.

3. RHB Bank Berhad’'s Singapore research staff or connected persons do not
serve on the board or trustee positions of the issuer covered by the Singapore
research analysts in this report.

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not
have and have not within the last 12 months had any corporate finance
advisory relationship with the issuer covered by the Singapore research
analysts in this report or any other relationship that may create a potential
conflict of interest.

5. RHB Bank Berhad’s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a
collective investment scheme covered by the Singapore research analysts in
this report.

6. RHB Bank Berhad’s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research
report or recommendation on the issuer covered by the Singapore research
analysts.
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Analyst Certification

The analyst(s) who prepared this report, and their associates hereby, certify that:

(1) they do not have any financial interest in the securities or other capital market
products of the subject companies mentioned in this report, except for:

Analyst [ Company |

- [ - |

(2) no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.
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