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According to media reports, CapitaLand has purchased 62% of the total NLA or
510,418 sf of Sungei Wang Plaza for RM595m. On a RM psf basis, this translates
into RM1,165 psf.

n In our NAV estimate, we have valued IGB’s 75% stake in MidValley Megamall at
RM1.8bn based on a cap rate of 6.5%. This is equivalent to RM1,435 psf. While
this may appear higher than CapitaLand’s RM1,165 psf purchase of Sungei Wang
Plaza, we think the premium is justified given MidValley Megamall’s strong
entrenched position as a super regional mall where spending is non-discretionary.
n In our recent report in June 2008, we highlighted that concerns on retail spending
slowing down post the 40% fuel price hike is minimal given the majority of
spending in MidValley Megamall is non-discretionary. Looking at historical
trends for 2001-2007, MidValley Megamall has not been impacted by any major
negative events such as SARS in 2003 and the two rounds of fuel price hike in
2005. Turnover and gross profit for MVM have shown a 7-year CAGR of 15% per
annum. The only possible downside is revenue from turnover rent where in a
worst case scenario will just shave 5% of our FY08F net profit.
n In any case, at current depressed share price levels of RM1.46/share for IGB, the
implied value of its 2.5m sf of NLA of retail assets (MidValley Megamall and the
Gardens retail mall) is just RM42 psf. The last valuation done for MidValley
Megamall is RM1,000 psf which is carried in KrisAssets books. CapitaLand
purchased Gurney Plaza for RM1,100 psf while we understand KLCC Properties
recently revalued Suria KLCC at RM2,500 psf.
n We reaffirm our BUY rating with an unchanged target price of RM3.62, based on a
15% discount to our NAV of RM4.26 per share. Trading at such a deep 66%
discount to NAV, we think the market has priced in any potential slowdown in
consumption from the recent fuel price hike. Also, at 0.9x its historical book value
where its investment properties are carried at cost, the stock looks grossly
oversold

Published by
AmResearch Sdn Bhd (335015-P)
(A member of the AmInvestment Bank Group)
15th Floor
Bangunan AmBank Group
55 Jalan Raja Chulan
50200 Kuala Lumpur
Tel:
(03)2036-2633 (general
(03)2072-1866/99 (dealing)
(03)2070-2444 (research)
Fax:
(03)2078-3162

The information and opinions in this report were prepared by AmResearch Sdn Bhd. The investments discussed or recommended
in this report may not be suitable for all investors. This report has been prepared for information purposes only and is not an offer
to sell or a solicitation to buy any securities. The directors and employees of AmResearch Sdn Bhd may from time to time have
a position in or with the securities mentioned herein. Members of the AmInvestment Group and their affiliates may provide services
to any company and affiliates of such companies whose securities are mentioned herein. The information herein was obtained or
derived from sources that we believe are reliable, but while all reasonable care has been taken to ensure that stated facts are
accurate and opinions fair and reasonable, we do not represent that it is accurate or complete and it should not be relied upon as
such. No liability can be accepted for any loss that may arise from the use of this report. All opinions and estimates included in
this report constitute our judgement as of this date and are subject to change without notice.
For AmResearch Sdn Bhd

Printed by Xpress Print (KL) Sdn Bhd
17 Jalan Lima, Chan Sow Lin, 55200 Kuala Lumpur
Tel: (039221-1188

PP12247/6/2008

Azharuddin Nordin
Executive Director

