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Target Price: RM4.06

(RM3.49 STAR MK)

Shooting for the stars MEDIA
* Rousing recovery Share Price Chart
We understand that 1H10 adex growth is in the high teens in percentage .y %
terms. Albeit from a low base, recovering consumer sentiment, vibrant 36 -5
property industry and the recently concluded FIFA World Cup all drove 35 L 0
this growth. On another note, Star will soon consume newsprint at lower 2;‘ | 5
spot prices of approximately USD650/MT. Recall that until recently, it has 32 | 10
been consuming newsprint priced at USD750/MT to USD800/MT (after g(l) s
10% import duty) that were brought forward from 2009. R g g g g 3 3 o 3 3 3
SRR EERREE NI NE

* Mingguan Star to be hived off as a free paper?
Since it was launched in late Feb 2010, we understand that circulation for
Sunday Star increased by a tad (1 Jan 2009 — 30 Jun 2009: 302,769). The
company believes that this was attributed to Mingguan Star’s attractive
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Source: Bloomberg

content. It has since been expanded from 24 to 32 pages and Price Performance

experienced advertisement booking rate of 40% versus the initial target of ~ Price (RM) 3.49

20% to 25%. We understand that it has not had a material impact on ~ 22'week Range (RM) adb— ek

Star's earnings and that it may be distributed free at strategic locations ala ~ /\Y9 Daily Volume (000) stetl
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Absolute (%) 2.6 4.5 111

* Enviable net cash pile a good dilemma to have Relative (%) 0.7 3.0 5.4

Although unspecified, a large portion of its net cash pile will be earmarked

for M&As (including expanding into East Malaysia) after repaying the

remaining RM100m of its medium term notes on 27 Aug 2010. With such Key Data

a large reserve, we deem it possible that Star will increase its net DPR Market Cap (RM m) 2,578

from 88% in 2009 to close to 100%. Should that occur, investors can look  |ssued Shares (m) 739

forward to a generous 7% net dividend yield this year.

Maintain Buy Major Shareholders %

We upgrade our earnings estimates by 3% to 8% (Figure 1) to account for Huaren Holdings 421

10% adex growth in FY10 or 2x real GDP growth (5% prev_lously) an_d Employees Provident Fund Board 17.0

2.5% adex growth in FY11 or 0.5x real GDP growth (5% previously). It is Skim Amanah Saham Bumiputera 79

uncommon for media companies to record two successive years of double
digit adex growth. Ascribing an unchanged 15x 1-year forward PE we
tweak our TP to RM4.06 (RM3.94 previously). We continue to like Star for
its modest valuations, defensive share price due to high dividend yields
and potential for even higher dividends or capital repayment.

Balance Sheet Highlights (RM m)
(@ 31.12.2010) (performance indicator’s annualised)

Total Assets 1,596.0
Total Liabilities 264.4
Total Debt (Gross) 45.6
Shareholders’ Equity 1,301.3

Financial summary Return on Assets (%) 10.2

FYE 31 Dec 2008 2009 2010F 2011F 2012F Return on Equity (%) 13.7
Net Cash / Share (RM) 0.64

Revenue (RM m) 831.0 973.9 928.9 947.3 983.2 .

EBITDA (RM m) 262.9 253.1 286.2 3157 335.6 be" E?g”y (x) Nt O'ﬂ

Net profit (RM m) 163.2 144.7 174.6 200.3 214.0 nterest Cover (x) et cas

EPS (sen) 221 19.6 23.6 27.1 29.0 _

ECM / Consensus (%) 104.3 109.0 107.1 Yin Shao Yang

EPS growth (%) 5.4 -11.3 20.7 14.7 6.8 syyin@ecmlibra.com

P/E (x) 15.8 17.8 14.8 12.9 12.0 +603 2178 1207

Net DPS (sen) 17.2 17.3 17.3 19.8 21.1

Dividend yield (%) 4.9 4.9 4.9 5.7 6.1

BVPS (RM) 1.64 1.70 1.76 1.84 1.91

P/BV (X) 2.1 21 2.0 1.9 1.8
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Figure 1: Earnings revision

Previous EPS Revised EPS Change

Sen Sen %
2010F 21.9 23.6 +7.8%
2011F 26.3 27.1 +3.0%
2012F 28.1 29.0 +3.2%

Source: ECM Libra

Figure 2 : Rolling 1-year forward PE (x)
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STAR PUBLICATIONS (MALAYSIA) FINANCIAL SUMMARY Price Date: 26 July 2010
Balance Sheet Income Statement
FY 31 Dec (RM m) 2008A 2009A 2010F 2011F 2012F FY 31 Dec (RM m) 2008A 2009A 2010F 2011F 2012F
PPE 604.4 580.0 552.5 522.7 490.4 Revenue 831.0 973.9 928.9 947.3 983.2
Other investments 125.9 192.9 188.1 183.1 178.0 EBITDA 262.9 253.1 286.2 315.7 335.6
Inventories 2149 85.5 169.1 166.8 171.2 Depreciation & amortisation (45.6) (50.3) (52.5) (54.8) (57.3)
Receivables 161.6 197.3 169.6 173.0 179.5 Exceptional items (24.3) - - - -
Other assets 0.9 14 14 14 14 Net interest income 8.5 (1.0) 6.0 132 141
Deposit, bank and cash 621.6 773.2 515.3 602.3 679.9 Share of associates & JVs 0.1) 4.7) (4.8) (5.0) (5.1)
Total Assets 1,729.2 1,8304  1,596.0  1,649.3  1,700.4 Pretax profit 2015 197.2 234.8 269.1 287.3
Taxation (62.8) (47.5) (58.7) (67.3) (71.8)
LT borrowings 2513 45.6 42.8 30.2 17.6 Minority interest 0.2 (4.9) (1.5) (1.5) (1.5)
ST borrowings 344 2534 28 12.6 12.6 Net profit 138.9 144, 174 200.3 214.0
Payables 120.9 157.1 1234 121.7 125.0 Adj net profit 163.2 1447 174.6 200.3 214.0
Other liabilities 88.6 914 95.4 97.5 98.6
Liabilities 495.2 547.5 264.4 262.0 253.8 Key Statistics & Ratios
FY 31 Dec 2008A 2009A 2010F 2011F 2012F
Share capital 738.6 7386 7386 738.6 738.6
Reserves 4723 515.5 562.8 616.9 674.8 Growth
Shareholders' equity 1,2109 1,251  1,301.3  1,355.5 1,4133 Revenue 3.1% 17.2% -4.6% 2.0% 3.8%
Minority interest 231 288 30.3 31.8 333 EBITDA 0.1% -3.7% 13.1% 10.3% 6.3%
Total Equity 1,2340 1,2829 1,331.6 1,387.3  1,446.6 Pretax profit -9.8% 2.1% 19.1% 14.6% 6.8%
Net profit -17.9% 42% 20.7% 14.7% 6.8%
Total Equity and Liabilities 1,729.2  1,8304  1,596.0  1,649.3  1,700.4 Adj EPS -5.4% -11.3% 20.7% 14.7% 6.8%
Profitability
Cash Flow Statement EBITDA margin 31.6% 26.0% 30.8% 33.3% 34.1%
FY 31 Dec (RM m) 2008A 2009A 2010F 2011F 2012F Net profit margin 16.7% 14.9% 18.8% 21.1% 21.8%
Effective tax rate 31.2% 24.1% 25.0% 25.0% 25.0%
Pretax profit 201.5 197.2 234.8 269.1 287.3 Return on assets 9.7% 8.1% 10.2% 12.3% 12.8%
Depreciation & amortisation 45.6 50.3 52.5 54.8 57.3 Return on equity 13.4% 11.7% 13.7% 15.1% 15.5%
Change in working capital (29.1) 129.6 (89.6) (2.7) (7.8)
Net interest received / (paid) (11.8) (2.1) 9.1) (16.5) (17.5)  Leverage
Tax paid (66.3) (45.5) (54.7) (65.2) (70.7)  Total debt/ total assets (x) 0.2 0.2 0.0 0.0 0.0
Others 19.2 8.0 48 5.0 5.1 Total debt / equity (x) 0.2 0.2 0.0 0.0 0.0
Operating Cash Flow 159.0 3375 138.8 244.5 253.7 Net debt / equity (x) Cash Cash Cash Cash Cash
Capex (11.4) (15.4) (25.0) (25.0) (25.0)  Key Drivers
Others (62.6) (54.4) 18.3 18.8 194 FY 31 Dec (RM m) 2008A 2009A 2010F 2011F 2012F
Investing Cash Flow (74.0) (69.8) (6.7) (6.2) (5.6)
The Star daily circulation 304,904.0 295479.0 293,120 293,1120 293,112.0
Issuance of shares - - - - - Sunday Star daily circulation 313,609.0 304,357.0 302,769.0 302,769.0  302,769.0
Changes in borrowings 34.2 3.1 (253.4) (2.8) (12.6)  Newspaper adex growth n.a. na. 10.0% 2.5% 5.0%
Dividend paid (126.3) (127.4) (127.4) (146.2) (156.1)  Average newsprint price (USD/ n.a. na. 650.0 650.0 650.0
Others (12.1) (16.5) 9.2) (2.4) (1.9)  Average USDMYR exchange r: n.a. na. 3.30 3.30 3.30
Financing Cash Flow (104.2)  (140.7)  (390.0)  (151.3)  (170.6)
Valuation
Net cash flow (19.1) 127.0 (257.9) 87.0 775 FY 31 Dec 2008A 2009A 2010F 2011F 2012F
Forex (17.4) 24.7 - - -
Beginning cash 658.1 621.6 7732 515.3 602.3 Adj EPS (Sen) 221 19.6 236 271 29.0
Ending cash 621.6 7732 515.3 602.3 679.9 P/E (x) 15.8 17.8 14.8 12.9 12.0
EV/EBITDA (x) 85 8.3 74 6.4 5.7
Net DPS (sen) 17.2 17.3 17.3 19.8 211
Net dividend yield 4.9% 4.9% 4.9% 5.7% 6.1%
BV per share (RM) 1.64 1.70 1.76 1.84 191
P/BV(x) 2.1 21 20 1.9 1.8
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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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