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Company Update 4 March 2010 

Star Publications (Malaysia) 
(RM3.44   STAR MK) 

Hold 
Target Price: RM3.36 

 

Proposes JV to develop Section 13 land MEDIA 

• JVs with JAKS Island Circle 
Star entered into a JV with JAKS Island Circle (JIC; 51% owned by JAKS 
Resource, 49% owned by Island Circle Development (M)) to develop its 
six acre land in Section 13 which currently houses Universiti Tunku Abdul 
Rahman (UTAR). It will comprise a 20 storey office block (Tower A), a 20 
storey educational block (Tower B), a 15 storey office block (Tower C) 
and a 15 storey residential block (Tower D). The GDV is about RM370m.  

• Construction to be handled by JAKS Island Circle 
Star will execute a power of attorney in favour of JIC. All costs will be 
borne by JIC except for the lease extension (from 52 years to 99 years) 
and conversion (from Industry to Building). The estimated development 
cost is RM280m. JIC will apply for approval of the development within 12 
months and secure a plot ratio of no less than 1:3.5. Thereafter, 
construction is expected to be completed within 60 months. 

• Star to get an office block and maybe more 
Under the agreement, Star will be entitled to office units in the 
development of 30% of the GDV or RM111m whichever is higher. It will 
first be satisfied by delivery of Tower C (220,000 sqf) and other units if 
necessary. If JIC increases the plot ratio beyond 1:3.5, Star will be 
entitled to a further 5% of the increase in GDV. 

• Minimal earnings impact 
Star will forego the rental income from UTAR of RM1.4m p.a.  It will also 
amortise the RM111m Tower C over the 99 year lease or RM1.1m p.a. 
Tower C will house Star’s three radio stations which are currently housed 
in rented premises and other media divisions. As the impact to our 
earnings estimate is <2%, we leave them unchanged. That said, as the 
RM111m value is RM86.9m more than the book value of the Section 13 
land as at 31 Dec 2008, it will accrete 12 sen or 7% to BVPS. 

• Net cash pile still idle, maintain Hold 
We maintain our Hold call and RM3.36 TP based on 15x FY11F PE. As 
Tower C will not in itself contribute to earnings via rental income or sale, 
we continue to value Star utilising PE methodology. We reiterate our view 
that it needs to utilise its net cash pile (RM474.2m or RM0.64/share as at 
31 Dec 2009) constructively in order to warrant a re-rating.   

Financial summary 
FYE 31 Dec 2008 2009 2010F 2011F 2012F 
      
Revenue (RM m) 831.0  974.4  889.8  910.1  931.1  
EBITDA (RM m) 261.8  265.8  235.1  255.1  261.1  
Net profit (RM m) 162.1  144.6  147.8  167.6  172.9  
     �
EPS (sen) 22.0  19.6  20.0  22.7  23.4  
ECM / Consensus (%)   98.3 99.8 88.0 
EPS growth (%) -6.0 -10.8 2.2 13.4 3.2 
P/E (x) 15.7  17.6  17.2  15.2  14.7  
     �
Net DPS (sen) 17.3  17.3  17.3  17.3  17.3  
Dividend yield (%) 5.0 5.0 5.0 5.0 5.0 
     �
BVPS (RM) 1.64  1.70  1.66  1.71  1.78  
P/BV (x) 2.1  2.0  2.1  2.0  1.9  
      

 

Share Price Chart 

Source: Bloomberg
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Price Performance 
Price (RM) 3.44 
52-week Range (RM)  3.00 – 3.44 
Avg Daily Volume (‘000)  307.0 
 
 1M 3M 6M 
Absolute (%) 7.8 8.9 5.5 
Relative (%) 5.6 7.5 -3.7 
 
 
Key Data 
Market Cap (RM m) 2,541 
Issued Shares (m) 739 
 
 
Major Shareholders % 
Huaren Holdings 41.5 
Employees Provident Fund 14.7 
Skim Amanah Saham Bumiputera 7.2 
 
 
Balance Sheet Highlights (RM m) 
(@ 31.12.2010) (performance indicator’s annualised) 
 
Total Assets 1,481.2 
Total Liabilities 225.2 
Total Debt (Gross) 0.0 
Shareholders’ Equity 1,226.2 
 
Return on Assets (%) 8.9 
Return on Equity (%) 11.9 
Net Cash / Share (RM) 0.5 
 
Debt/Equity (x) 0.0 
Interest Cover (x) Net cash 
 
 
Yin Shao Yang 
syyin@ecmlibra.com 
+603  2178 1207 
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Key to stock recommendations:  Key to sector recommendations: 

Buy = Share price is expected to appreciate by >10% over the next 12 months Overweight = Industry expected to outperform the market over the next 12 months 

Hold = Share price is expected to move by less than +/-10% over the next 12 months Neutral =  Industry expected to perform in-line with the market over the next 12 months 

Sell =  Share price is expected to decline by >10% over the next 12 months Underweight =  Industry expected to underperform the market over the next 12 months 

 

This report is for information purposes only and general in nature. The information contained in this report is based on data and 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, is made with respect to the accuracy, completeness or reliability of the 
information or opinions in this report. Accordingly, neither we nor any of our related companies and associates nor persons related to us accept any liability whatsoever for any direct, 
indirect or consequential losses (including loss of profits) or damages that may arise from the use of or reliance on the information or opinions in this publication. Any information, opinions 
or recommendations contained herein are subject to change at any time without prior notice. 

It is not possible to have regard to the specific investment objectives, the financial situation and the particular needs of each person who may receive or read this report. As such, investors 
should seek financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report. 

Under no circumstances should this report be considered as an offer to sell or a solicitation of an offer to buy any securities referred to herein. This company and its related companies, their 
associates, directors, connected parties and/or employees may, from time to time, own, have positions or be materially interested in any securities mentioned herein or any securities 
related thereto, and may further deal with such securities and provide advisory, investment or other services for any company or entity mentioned in this report.  In reviewing this report, 
investors should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflict of interests. 
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