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Stock Information
Bloomberg ticker WCTHG MK

Bursa code 9679

Issued shares (m) 1,407
Market capitalisation (RM m) 1,843
3-mth average volume (‘000) 2,414
SC Shariah compliant Yes
Major Shareholders

Dominion Nexus Sdn Bhd 17.6%
Employee Provident Fund 8.8%
Lembaga Tabung Haji 8.5%
Earnings summary

FYE (Dec) FY17  FY18f  FY19
PATMI - core (RM m) 139 157 172
EPS - core (sen) 9.9 11.2 12.2
P/E (x) 12.4 10.9 10.0

3 April 2018
Newsbreak

WCT Holdings

Acquires stake in Subang Skypark

WCT has acquired a 60% stake in Subang Skypark for RM45m which involve the
retail area of Terminal 3, car park, business aviation centre and hangar
complex. The acquisition allows WCT to develop the said car park (5.13
hectares) into a mixed commercial development. The effective land cost
translates into RM134.5psf which we reckon is fair as it also comes along with
the existing facilities of Subang Skypark. No change to earnings forecast but we
lower our SOP TP from RM2.27 to RM1.81 after imputing a 20% discount to
account for potential delays in its de-gearing plans (i.e. REIT and land sales).
Maintain BUY as share price has fallen 25% YTD.

NEWSBREAK

WCT announced that it has acquired a 60% stake in Subang Skypark for RM44.6m.
Subang Skypark is mainly inwlved in commercial and avation related developments
which comprise of (i) the commercial retail area of Subang Skypark Terminal 3; (ii) a
car park; (iii) a business aviation centre; and (iv) a hangar complex known as Skypark
Regional Aviation Centre.

HLIB’s VIEW

Rational for acquisition. WCT's rational for the acquisition includes (i) potential
development of the car park into a mixed commercial dewvelopment; and (ii) gaining
exposure to Subang Skypark’s existing business as mentioned abowe.

Effective land cost. From Subang Skypark’s website, the said car park land
measures 5.13 hectares. Based on WCT's acquisition cost for the 60% stake, this
translates to an effective land cost of RM134.5 psf which we reckon is fair as it also
comes along with the existing facilities of Subang Skypark.

Development plants. While development details on the car park land are limited, its
website states that this will include a hotel, entertainment and F&B outlets, aviation
museum, a hypermarket and an aviation theme park. A multi-storey car park is also
included. However, with WCT now holding the majority stake, we do not discount a
possible change in the development plants.

Financials of Subang Skypark. Based on the financial information acquired from the
Companies Commission of Malaysia, Subang Skypark incurred a slight loss of
RMO0.7m on back of RM21.5m revenue for its FYE Dec 2016. As of that period, it had
a book value of RM22.4m.

Forecast. The proforma impact of the acquisition to net gearing is expected to be
minimal, increasing from 88% (4Q17) to 89%. Our earnings forecast are unchanged
as we await further details on the proposed development plans.

Maintain BUY, TP: RM1.81. While there are no changes to our earnings forecast, we
take this opportunity to scale back our TP by implementing a 20% discount to our
SOP valuation. This is to account for the potential delays in some of its de-gearing
initiatives (i.e. REIT and significant land sales). Our SOP based TP is reduced from
RM2.27 to RM1.81, implying FY18-19 P/E of 16.2x and 14.9x, respectively.
Nonetheless, with share price fall of 25% YTD, we fell that this provides an
opportunity to accumulate. WCT remains backed by significant surplus land value (i.e.
market value less book value) of RM1.6bn (RM1.16/share).
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Figure #1 Financial forecast summary
FYE Dec (RM m) FY15 FY16 FY17 FY18f FY19f
Revenue 1,668 1,934 1,906 2,482 2,697
EBITDA 138 185 297 237 255
EBIT 130 170 275 223 240
PBT 102 154 215 205 224
PAT 47 97 136 157 172
PATMI-Core 50 100 139 157 172
PATMI - Reported 209 68 140 157 172
% change YoY - Core PATMI 1) 102 39 9 9
HLIB/ Consensus (% )— Core PATMI 93 92
Core EPS (sen) 3.5 71 9.9 11.2 12.2
P/E (x) 34.6 17.2 12.4 10.9 10.0
EV/EBITDA (x) 32.5 24.3 15.1 18.9 17.6
DPS (sen) 44 - - 2.8 3.0
Yield (%) 3.6 - - 2.3 2.5
BVPS (RM/share) 1.9 22 22 2.1 2.2
P/B (x) 0.7 05 05 0.6 0.5
ROE (%) 20 3.5 4.4 5.1 5.6
Net Gearing (%) 79.3 87.9 89.3 84.2 81.4

HLIB Research

Figure #2 SOP valuation for WCT
SOP Component RM/m Multiplier/ WCT's FD Per
WACC Share Share
FY18 eamings (ex. JV) 134 14 1,875 0.99
Gateway @klia2 based on DCF 237 51% 166 0.09
Paradigm Mall based on cap rate 434 6.0% 304 0.16
Premiere Hotel Klang based on DCF 203 8.0% 203 0.11
Undev eloped surplus land value at 50% discount 817 0.43
Cash proceeds from warrants and placement 923 0.49
Sum of Parts (SOP) Value 4,288 2.27
Discount applied 20% (858) (0.45)
Target price 3,430 1.81

HLIB Research
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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 securifies 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
recommendation 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 employees may, from time to ime, own, have positions
or be materially interested in any securiies mentioned herein or any securiies related thereto, and may further act as market maker or have assumed underwriing
commitment or deal with such securiies and provide advisory, investment or other services for or do business with any companies or enies 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 stricy confidential basis solely for your information and is made strictly 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 refrieval system, redistributed, transmittied or passed on, direcly 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 o, 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 03 April 2018, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:
@) -

2. As of 03 April 2018, 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:

@ -
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Stockrating definitions

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

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

SELL Expected absolute return 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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