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INITIATE COVERAGE

101 Properties Group (IOIPG MK)
Time To Reap What Was Sown

IOIPG's investment in Singapore is expected to contribute positively to the group,
ushering in a new era of growth and profitability, and driving our forecasted three-year
earnings CAGR of 26%. The growth in property investment paves the way for a
potential REIT IPO with a carrying value of at least RM18b, surpassing the scale of
other M-REITs to date. We initiate coverage with BUY and a target price of RM3.06
based on a 45% discount to RNAV of RM5.53.

¢ Property investment: To lift earnings and subsequently reduce net gearing. |0l
Properties Group (IOIPG) will see its new office landmark, IOl Central Boulevard Towers
(I0ICB), start contributing meaningfully in FY25 upon its completion (expected by Jun 24).
We expect I0ICB to contribute approximately S$172m (or RM570m) to revenue annually
based on average rental rates of S$12psf and a 95% occupancy rate. While we
acknowledge that the company is on an acquisition trail for investment properties and
hospitality assets, we forecast net gearing to fall to 0.59x by FY26 (from 0.68x in 1QFY24),
backed by additional cash flow from land disposal and contributions from investment
properties (especially after the commencement of operations at I0ICB).

Property development: Record high new launches from Marina View, Singapore will
start to contribute progressively in 2HFY25, with more significant contributions expected
from FY26 onwards. We forecast IOIPG’s revenue to grow at a three-year CAGR of 22%
and earnings to grow at a three-year CAGR of 26% mainly contributed by these projects as
well as rental income from I0ICB coupled with new hospitality assets.

Beneficiary of Johor vibrancy theme. With a substantial landbank of 3,474 acres in Kulai
(GDV: RM5b) and another 3,800 acres of non-core lands (half of which is in Johor), IOIPG is
poised to benefit from the vibrancy in the Johor market. The region is gaining momentum
with government incentives, spillover demand from Singapore, the upcoming launch of the
Johor Bahru-Singapore Rapid Transit System, and the establishment of a special economic
zone in Iskandar Malaysia. IOIPG's successful track record in its Bandar Putra Kulai
township, marked by strong take-up rates for residential and industrial developments,
positions it favourably to capitalise on the growing opportunities in Johor.

Fairly high profit margin. IOIPG maintains a strong and sustainable profitability for its
property development division, with a consistent five-year EBIT margin of 38.4%, well above
the industry average of 20.7%. This high margin is supported by low land costs and a
strategic approach of avoiding significant product discounts.

Click here for Blue Top dated 17 Jan 24

KEY FINANCIALS

Year to 30 Jun (RMm) 2022 2023 2024F 2025F 2026F
Net Turnover 2,590 2,593 2,891 3,587 4,745
EBIT 928 1,276 892 1,167 1,540
Net Profit (Reported/Actual) 687 1,393 790 1,001 1,270
Net Profit (Adjusted) 715 640 790 1,001 1,270
EPS (sen) 13.0 11.6 14.3 18.2 231
PE (x) 15.6 17.4 141 111 8.8
P/B (x) 0.5 0.5 0.5 0.5 0.5
EV/EBITDA (x) 26.1 19.5 27.3 21.0 15.8
Dividend Yield (%) 2.0 25 2.8 3.1 34
Net Margin (%) 27.6 247 27.3 27.9 26.8
Net Debt/(Cash) to Equity (%) 70 68 66 63 59
Interest Cover (x) 26.8 4521 20.6 37.6 52.5
ROE (%) 35 6.7 3.8 4.7 5.8
Consensus Net Profit 759 859 1001
UOBKH/Consensus (x) 104 116 127

Source: I0IPG, Bloomberg, UOB Kay Hian

BUY

Share Price RM2.03
Target Price RM3.06
Upside +50.7%
COMPANY DESCRIPTION

A property developer that has a business

portfolio that encompasses

hospitality and

leisure in addition to property development

and property investment.
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STOCK IMPACT

¢ Growing property investment for future REIT IPO. Moving forward, I0IPG would add
1.29m sf to its existing 8.15m sf of net lettable area (NLA) via the ongoing development
IOICB. FY24 also shall see the completion of the 480-room Moxy Hotel in Putrajaya, the
completion of the 370-room Sheraton Grand Xiamen at 10l Palm City, Xiamen, China, as
well as the addition of a new hotel from its recent acquisition of W Hotel KL, bringing the
total number of hotel room keys to 2,241. These should enhance IOIPG’s portfolio and pave
way for future REIT IPO. Although specific details regarding the IPO are unavailable, the
latest carrying value of all investment properties excluding hospitality portfolio stands at
RM18b, surpassing KLCCP Stapled Group (KLCCSS), the largest REIT in Malaysia.

Record high target launch of RM10.6b for FY24 (FY23: RM1.2b)... In Malaysia, IOIPG
aims to launch a GDV of RM2.05b from existing townships such as residential products for
the Bandar Putra Kulai township in Johor and an industrial property from Phase 2 of
iSynergy Industrial Park in Senai. Other Malaysia launches include the 16 Sierra township in
Puchong South, which we believe will be well-received given its proximity to the MRT2
station (16 Sierra station).

...mainly from its Marina View project in Singapore with GDV of $$2.58b (RM8.56b).
The development will comprise 350 hotel rooms on the lower floors by W Hotel and 683
residential units on the upper floors. Although the Singapore property market is undergoing
cooling measures, we believe demand for this project will improve gradually as the market
stabilises (target launch by 3QFY24) given its prime location in the heart of Marina Bay's
CBD, proximity to three MRT stations (Shenton Way, Marina Bay, and Downtown), and
adjacency to IOICB's office tower (potentially offering cross-selling opportunities for IOIPG).
Taking a cue from historical trends, among Sunway Property's previous Singapore projects,
Ki Residence (still under construction) achieved an impressive 98% take-up rate, while its
other older Singapore projects were fully sold out.

EARNINGS REVISION/RISK

o We forecast IOIPG'’s revenue to grow at three-year CAGR of 22% and earnings to grow at a
three-year CAGR of 26% driven by: a) contribution from Singapore projects (IOICB and
Marina View); b) a higher contribution from the property segment in Malaysia (higher
launches) and China (gradual recovery); c) improved contributions from the property
investment segment, driven by the full-year impact of 10l City Mall Phase 2 as well as a
recovery at Xiamen Mall (no more rental rebate and a footfall recovery); and d) a turnaround
in the hospitality segment given a recovery in tourist arrivals as well as contributions from
new hotels (from recent acquisitions and completion of developments).

Further upsides to our projections would come from higher take-up rates and higher selling
prices for the Marina View project, and a higher contribution from IOICB with the potential for
higher rental rates. We are conservatively estimating a rental rate of S$12psf in our forecast,
compared with the prevailing market rate that could command S$13psf.

VALUATION/RECOMMENDATION

o Initiate coverage with BUY and target price of RM3.06 based on a 45% discount to
RNAV of RM5.53 (with about 50% from Singapore projects). Despite the recent share price
increase, IOIPG is trading at an undemanding valuation against peers with FY24F PE of 14x
and P/B of 0.5x, below the industry average of 18x PE and 0.7x P/B. We like the company
as a successful township developer with sustainable income from investment properties.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental

- Carbon emission: In FY23, the group-wide Scope 2 emissions intensity dropped 31%
as compared with FY22

 Social

- IOIPG is committed to promoting local procurement within its supply chain.
¢ Governance

- Achieved 33% of women representation among the Board of Directors.

MAJOR REITS’ PROPERTY INVESTMENT CARRYING

VALUE
Property Investment Carrying

REITs Value (RMm)

I0IPG 18,494.8

KLCCSS 15,730.6

Sunway REIT 8,686.9

Pavilion REIT 8,242.3

Sentral REIT 2,053.1

IGB REIT 5,020.0

IGB Commercial REIT 3,161.0

Source: Respective companies, UOB Kay Hian

REVENUE BY SEGMENT (RMM)

FY23  FY24F
Property Development ~ 1,880.5 2,154.6
Property Investment 490.6 502.7
Hospitality & Leisure 209.1 220.5
Others 12.9 13.3
Total 2,593.1  2,891.0
yoy growth (%) 0.1 115
Source: I0IPG, UOB Kay Hian
EBIT BY SEGMENT (RMM)
FY23  FY24F
Property Development ~ 497.7 668.2
Property Investment 202.6 2111
Hospitality & Leisure (22.7) 44
Others 28.7 8.0
Total 706.3 891.7
yoy growth (%) (32.7) 26.2

Source: I0IPG, UOB Kay Hian

RNAV TARGET PRICE OF RM3.06
NPV of Development Profits
Malaysia
Central Region
Southern Region
Singapore
Marina View
JV projects
China
101 Palm
Total
Shareholders’ Funds
RNAV
Existing Share Base (m)
RNAV/share (RM)

Discount (%)

Target Price (RM/share)

Source: I0IPG, UOB Kay Hian

FY25F
2,376.0
946.8
250.6
13.7
3,587.0
24.1

FY26F
3,345.9
1,081.6
303.2
14.1
4,744.7
32.3

FY25F
743.0
397.6
125
137

1,166.8
30.9

FY26F
1,056.2
454.3
152
141
1,539.7
32.0

(RMm)

3918
1,205

1,328
445

58
6,954
23,492
30,446
5,506
553
45%
3.06
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PROFIT & LOSS
Year to 30 Jun (RMm)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Associate contributions
Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW

Year to 30 Jun (RMm)
Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Other operating cashflows
Investing

Capex (growth)

Capex (maintenance)
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2023
2,593
1,338

61
1,276
297
47
1,620
(219)
)
1,393
640

2023
1,556
1,620
(219)

61
297
844

(1,047)
(176)
(895)
(167)

885

(1,057)

(220)

0
(102)
(735)
322
2,351
38
2,711

2024F
2,891
956
64
892
124

1,022
(225)
o
790
790

2024F
691
1,022
(225)
64
124
(47
(247)
(370)
(370)
n.a.

0
(1,316)
(316)
0
(1,000)
0
(995)
2,711
0
1,716

2025F
3,587
1,233
66
1,167
124
12
1,303
(295)
)
1,001
1,001

2025F
911
1,303
(295)
66
124
(39)
(247)
(200)
(200)
n.a.

0
(1,350)
(350)
0
(1,000)
0
(639)
1,716
0
1,077

2026F
4,745
1,608
68
1,540
124

1,661
(384)

@)
1,270
1,270

2026F
1,129
1,661
(384)
68
124
(93)
(247)
(200)
(200)
n.a.

0
(1,381)
(381)
0
(1,000)
0
(452)
1,077
0

625

BALANCE SHEET
Year to 30 Jun (RMm)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 30 Jun (%)
Profitability
EBITDA margin
Pre-tax margin

Net margin

ROA

ROE

Growth
Turnover
Net profit (adj.)

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity
Interest cover (x)

2023
8,904
22,849
2,711
8,160
42,624
15,035
1,528
2,829
791
22,589
(148)
42,624

2023

51.6
62.5
53.7
34
6.4

01
(10.4)

443
79.1
67.1
452.1

2024F
8,940
23,243
1,716
8,190
42,089
14,035
1,512
2,829
791
23,077
(156)
42,089

2024F

33.1
353
27.3
19
35

11.5
23.4

424
73.1
65.6
20.6

2025F
9,074
23,467
1,077
8,376
41,994
13135
1,659
2,829
791
23,743
(163)
41,994

2025F

344
36.3
27.9
24
43

24.1
26.7

404
67.2
62.7
37.6

2026F
9,205
23,690
625
8,586
42,107
12,235
1,776
2,829
791
24,646
(170)
42,107

2026F

33.9
35.0
26.8
3.0
5.2

32.3
26.9

38.1
61.1
58.6
52.5
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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