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Issued Capital (m shares)  108.0 
Market Cap (RMm)  107.5 

Daily Trading Vol (m shs) 0.6 

52wk Price Range (RM) 0.567 – 1.27 

Major Shareholders: (%) 
Heng Holdings S/B 30.7 

Poh Meng Cham 14.9 

  

 
 

FYE Mar FY11 FY12 FY13 
EPS chg (%) - - - 

Var to Cons (%) 2.8 (11.8) (4.1) 
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Table 1 : Investment Statistics (HUAYANG; Code: 5062) Bloomberg: HYB MK 

   Net #         Net  

FYE Turnover profit EPS Growth PER C.EPS* P/CF P/NTA ROE Gearing GDY 

Mar (RMm) (RMm) (sen) (%) (x) (sen) (x) (x) (%) (%) (%) 

2010 103.5  11.6  12.9  32.4  7.7  - 7.0  0.5  6.1  27.1  3.0  

2011F 144.9  18.3  18.5  43.9  5.4  18.0  4.7  0.5  9.0  17.2  4.0  

2012F 254.4  33.4  30.9  66.9  3.2  35.0  (2.8) 0.4  14.5  35.1  8.0  

2013F 309.0  41.4  38.3  24.2  2.6  40.0  10.7  0.4  15.6  36.9  8.4  

Main Market Listing /Non-Trustee Stock                       # Normalised                                      * Consensus Based On IBES Estimates 

 
♦ A mid-end developer. Hua Yang is a small cap developer with exposure 

in Perak, JB and more recently in Klang Valley. Staying away from the 
highly competitive upper-end property development, Hua Yang positions 
itself as a community developer to provide quality affordable homes, with a 
price range of RM90k-RM400k, mainly targeting at first time home buyers, 
especially in the relatively untapped Klang Valley market. Riding on the 
current upcycle in the property sector, the company has successfully 
generated sales of more than RM100m in 6MFY11, with an unbilled sales of 
RM168.7m as at Oct 2010, giving an earnings visibility of one year. 

♦ One South to underpin earnings over the next 8 years. Over the next 
2 years, Hua Yang has about RM1bn GDV worth of projects to be rolled 
out. Bulk of it comes from Phase 2 and 3 of One South, comprises service 
apartment and retail component, with a combined GDV of RM280m. Since 
its soft launch of Phase 1 of One South, which has 384 units of retail shops 
and offices, about 30% (of RM62m launched) was sold. Given the strategic 
location of the project – easily accessible via several highways and near to 
Serdang KTM station, we expect to see good take-ups for the remaining 
phases going forward. 

♦ Relatively unaffected by regulatory measures. Given the market 
segment and key buyers that it is targeting, we believe Hua Yang will be 
relatively unaffected by the recently imposed 70% cap on loan-to-value 
ratio, which applies to home buyers with third outstanding mortgage loan 
onwards. Furthermore, Hua Yang will also benefit, given the Government’s 
incentive to boost home ownership under Budget 2011. To recap, Cagamas 
will provide a guarantee on 10% downpayment for houses priced below 
RM220k for first time home buyers with monthly income of <RM3k. 

♦ Key risks. The risks include: 1) competition from peers; 2) delays in 
launches and approvals; 3) stock illiquidity; and (4) country risk.   

♦ Forecast. We forecast a 3-year earnings CAGR of 53%, which is 
achievable in our view, given the unbilled sales and amount of projects in 
the pipeline. Note that, Hua Yang recognised RM9.2m net profit in 1HFY11, 
which represents a yoy growth of 66%. 

♦ Valuation. Compared to sector’s average P/NTA of about 0.97x (excluding 
SP Setia, IJMLD and Mah Sing), Hua Yang’s valuations are relatively 
undemanding given its P/NTA of only 0.5x. It is also trading at a significant 
70% discount to RNAV. Based on a 65% discount to our RNAV/share 
estimate, we derive a fair value of RM1.16 for the stock. 
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Key Highlights 

♦ Focusing on a niche segment. Hua Yang was listed since Nov 2002. It is a small cap developer, started with 
property development in Ipoh, Perak, and gradually ventured into Klang Valley and Johor. Key township 
development includes Bandar Universiti Seri Iskandar in Ipoh and Taman Pulai Indah in Johor. Both bread-and-
butter developments generate about RM60m sales every year. Staying away from the highly competitive upper-
end property development, Hua Yang positions itself as a community developer to provide quality affordable 
homes, with a price range of RM90k-RM400k, which is relatively untapped in the Klang Valley market, and the 
key target customers are first time home buyers. For long term stratergy, Hua Yang is looking to increase its 
landbank in non-prime but high growth areas, such as Selayang, Sri Kembangan, Cheras and Jalan Ipoh. Riding 
on the current upcycle in the property sector, the company has successfully generated sales of more than 
RM100m in 6MFY11, with an unbilled sales of RM168.7m as at Oct 2010, giving an earnings visibility of one 
year. 

♦ Some small property assets. Apart from property development, Hua Yang also has three property assets – 
Oasis 9 @ Shah Alam, Oasis BU11 @ Bandar Utama and Oasis BU4 @ Bandar Utama, which are mainly shops, 
food court and bazaar. All three assets are under a 20-30 year lease agreement with the State Government, 
whereby Hua Yang pays a fixed lease rate to the authority and gains the difference from tenants. Average 
rental income from these three properties is insignificant, only about RM3.5m per year. In the pipeline, a sport 
complex named BU11 @ Bandar Utama will be built, which will make slight contribution to the total rental 
income. 

♦ Management expertise. Hua Yang is currently under the leadership of Mr Ho Wen Yan, who is the son of the 
company’s late founder Mdm Chew Po Sim and Mr Ho Mook Heng. Mr Ho succeeds his uncle Mr Ho Mook Leong 
as CEO in Aug 2010. Mr Ho Wen Yan joined the company in 2003 as project coordinator in Johor branch, and 
rose to become branch manager, general manager and COO in Jun 2007. Mr Ho received his architectural 
training in UK at the University of Bath and the Architectural Association. He also holds Masters of Science 
(Construction Economics and Managemetn) Degree from University College London. He began his career in the 
architectural practice in London with PARAMETA Architects. Given the company’s vision of becoming one of the 
leading mass/affordable property developers in Malaysia witin five years time, we believe Mr Ho will drive the 
company more aggressively. 

♦ Projects line-up. Currently, Hua Yang has RM461m GDV worth of ongoing projects, of which 50-60% has 
been sold. The most successful launch recently is its Symphony Heights in Selayang, worth a total GDV of 
RM206m. Average pricing for the condo is about RM230-250 psf, and strong take-up rates were seen for Phase 
1 and 2. Phase 3 was recently launched in Aug 2010 and about 50% of the 183 units launched were sold. 
Overall, take-up rate for the project is 65-70%, contributed RM108.3m or 64% to the current unbilled sales. 
Going forward, Hua Yang will have RM1.8bn worth of projects in the pipeline, of which RM1bn has been 
earmarked for launch over the next two years. These include: Phase 2 and 3 of One South (GDV RM281m), a 
new township Taman Pulai Hijauan in Johor (GDV over RM300m), Polo Park land in Johor (GDV RM40m) and 
new phases of Bandar Universiti Seri Iskandar in Perak.  

♦ One South – the key project. One South, which is an integrated commercial, retail and residential 
development, will be the key project underpinning Hua Yang’s earnings over the next 8 years. It is also Hua 
Yang’s biggest project in the Klang Valley region. This leasehold land of One South, which spans 16.7 acres in 
Seri Kembangan, was acquired at a land cost of RM55 psf in 2008. The project has a total GDV of RM750m, to 
be rolled out in five phases. Since its soft launch of Phase 1 (retail shops and office suites) in Feb 2010, 30% of 
the total GDV launched of RM63m was taken up. Selling price for the retail component ranges from RM550-750 
psf, and RM350-750 psf for the office suites. Lately, Hua Yang is in talks with a consortium of buyers for en-
bloc sale of a portion of One South’s retail component, which is worth a GDV of RM80m. If this materialises, 
this will significantly boost the company’s unbilled sales as well as the sales prospects of the remaining portions 
of the project. As for the service apartments, tentative pricing will be around RM300-350 psf. Construction of 
the project is expected to commence by end Nov as the sub-structure contract has just been awarded. 
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Table 2: Breakdown of unbilled sales as at Oct 2010 

No. Project Unbilled sales (RM mil) 

1 Taman Pulai Indah, Johor 31.4 

2 Bandar Universiti Seri Iskandar, Perak 10.5 

3 Symphony Heights, Selayang 108.3 

4 One South, Selangor 16.7 

5 Senawang Link, Negeri Sembilan 1.8 

Total unbilled sales 168.7 

Source: Company 
 
 

Table 3: GDV breakdown for One South 

Phase Type GDV (RM mil) 

1 384 units of retail shops and office suites 183 

2 24-storey service apartments 135 

3 22-storey service apartments + 2 floors of retail lots 146 

4 24-storey service apartments 135 

5 Office tower 150 

Source: Company 

 

♦ One South – strategically located. We are positive on One South, as it is strategically located. The project is 
easily accessible via several highways: (i) Lebuhraya Sg Besi (BESRAYA) from KL; (ii) Kuala Lumpur-Seremban 
Highway from KL; (iii) KESAS Highway from Cheras, Puchong, Subang and Klang, (iv) Jalan Besar Seri 
Kembangan from Seri Kembanganl and (v) Jalan Raya Utama from Serdang Raya / Serdang Perdana. Besides 
road linkage, it is also close to Serdang KTM station. Population from the surrounding catchment areas is 
estimated at about 250,000, and residential neighbourhood includes Seri Kembangan, Serdang Perdana, Serdang 
Lama, Balakong, Taman Sungai Besi, East Lake Residence, Fortune Park and Juta Mines. Other amenities, such as 
Giant Hypermarket, Mines Shopping Centre and Palace of the Golden Horses, are just some distance away. 
Management also sees strong potential for rental market in Seri Kembangan given several higher education 
institutions that will be set up in the vicinity, such as the new campus of the Johns Hopkins Medical School in 
nearby Serdang. 

Chart 1: One South project 

 
Source: Company 
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♦ Relatively unaffected by regulatory risk. Given the market segment and the key buyers that it is targeting, 
we believe Hua Yang will be relatively unaffected by the recently imposed 70% cap on loan-to-value (LTV) ratio, 
which applies to home buyers with more than two outstanding mortgage loans with banks. Furthermore, we think 
Hua Yang may actually benefit from the Government’s new incentives to encourage home ownership. To recap, 
under Budget 2011, a guarantee on 10% downpayment will be provided by Cagamas for houses below RM220k 
for first time home buyers with a monthly income of less than RM3k. In addition, first time home buyers will be 
given stamp duty exemption of 50% on instrument of transfer and loan agreement instruments for residential 
properties priced less than RM350k. Hence, these are expected spur the demand for affordable housing. 

 

Financial Performance and Forecasts 

♦ One South to drive earnings growth. Prior to FY10, earnings performance for Hua Yang was unexciting, 
mainly due to its large property development exposure in the less active Ipoh and Johor market. However, 
looking ahead, given its re-entrance into the faster growting Klang Valley area, earnings growth is likely to be 
more robust, underpinning by its One South project. Based on our forecasts, we estimate a net earnings growth 
of 58% and 82% for FY11 and FY12, respectively. 

Chart 2: Location of One South 

 
Source: Company 

Chart 2: Hua Yang’s revenue and net profit trend 
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♦ Landbanking activities to accelerate. As the company recognises the strong potential of the housing market 
in Klang Valley now, management is re-focusing on this area and actively looking for landbank in some secondary 
locations such as Sungai Besi, Sungai Buloh and Selayang. About RM100m is planned for landbanking over the 
next three years, which will be funded by internal funds as well as borrowings. Hua Yang’s balance sheet will 
allow the management to do so, as net gearing as at Sept 2010 stood at 36%, which is still rather reasonable 
considering its bigger scale of the One South project compared to its other smaller-sized township projects. Over 
a longer term, Hua Yang is targeting to grow its earnings contribution from Klang Valley to more than 50% of 
revenue from FY12 onwards, compared to 20-30% currently. 

 

Risks 

 Risks to our view. The risks include: 1) competition from peers; 2) delays in launches and approvals; 3) stock 
illiquidity; and (4) country risk.   

 

Valuations and Recommendations 

 Undemanding valuations. Compared to sector’s average P/NTA of about 0.97x (excluding SP Setia, IJMLD and 
Mah Sing), Hua Yang’s valuations are relatively undemanding given its P/NTA of only 0.5x. It is also trading at a 
significant 70% discount to RNAV. We believe a 65% discount is more justifiable, considering the small market 
cap of the stock, the location of most of its landbank in Ipoh and JB, and the One South project only contributes 
17.6% to our RNAV estimate. Hence, based on a 65% discount to RNAV/share, we derive a fair value of RM1.16 
for the stock. At RM1.16, the implied calendarised PE and P/NTA are 4.1x and 0.52x, respectively. The stock is 
Not Rated.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Table 4. Earnings Forecasts 
FYE Mar (RMm) FY10 FY11F FY12F FY13F 

     

Turnover 103.5 144.9 254.4 309.0 

Gross Op Profit 29.9 47.1 80.1 98.9 

Op Profit 15.7 27.8 49.4 62.0 

Int exp (2.3) (3.6) (5.1) (6.7) 

Associates 0.0 0.0 0.0 0.0 

Exceptional item 0.0 0.0 0.0 0.0 

Pretax Profit 15.8 24.7 45.0 55.9 

Tax (4.2) (6.4) (11.7) (14.5) 

Minorities 0.0 0.0 0.0 0.0 

Net Profit 11.6 18.3 33.4 41.4 

Normalised net profit 11.6 18.3 33.4 41.4 

Source: Company data, RHBRI estimates 

Table 5: RNAV breakdown           

Project 
Type of 
Development 

Remaining 
landbank (acres) 

Future GDV 
(RM mil) 

Development 
period 

 NPV @ 13.5% 
(RM mil)  

Taman Pulai Indah, Johor Bahru   Mixed development  88.41 173.58  3 - 4 years  15.01 

Bdr Universiti Seri Iskandar, Ipoh  Mixed development  523.24 509.95  10 years  32.17 

Metro Pengkalan, Ipoh  Mixed development  110.00 121.00  8 - 10 years  3.82 

One South, Sg. Besi, Selangor  Mixed development  16.65 750.00  6 - 8 years  62.42 

Senawang Link, Senawang  Commercial & Industrial  28.49 45.00  4 - 5 years  2.21 

Polo Park Land , Johor Bahru   Residential  5.00 28.00   2-3 years  2.27 

140 Acres of land in Pulai, JB  Mixed development  131.00 320.00  8 years  19.11 

      

Unbilled sales     23.62 

Shareholders funds as at Mar FY10     195.82 

Total RNAV     356.44 

No. of shares     108.00 

RNAV per share     3.30 

Disount     65% 

Fair value         1.16 

Source: Company, RHBRI          
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Table 6: Property sector valuations 

        EPS EPS growth PER P/NTA P/CF GDY   

  FYE Price Fair (sen) (%) (x) (x) (x) (%) Rec. 

    (RM/s) value (RM) FY10 FY11 FY10 FY11 FY10 FY11 FY10 FY10 FY10   

SP Setia Oct 5.09 5.94 19.9 22.8 24.1 14.6 25.5 22.3 2.44 34.6 2.8 OP 

IJM Land Mar 2.75 3.50 12.7 19.4 38.6 53.0 21.7 14.2 2.11 7.2 0.8 OP 

Suncity Dec 4.00 5.80 34.8 41.3 9.0 18.6 11.5 9.7 0.81 3.2 9.0 OP 

Mah Sing Dec 1.80 2.40 14.0 17.2 23.6 22.8 12.8 10.5 1.63 34.0 3.1 OP 

Sunrise Jun 3.11 3.00 29.9 33.2 10.6 11.1 10.4 9.4 1.27 14.9 1.6 OP 

YNH Dec 1.77 2.17 15.8 17.6 22.6 11.6 11.2 10.1 0.96 17.6 2.3 TB 

Paramount Dec 5.14 6.20 57.8  63.4  9.3 9.6 8.9 8.1 1.02 5.1 5.6  OP 

Glomac Apr 1.69 2.09 19.7 24.3 44.0 23.3 8.6 6.9 0.87 21.7 7.0 OP 

Hunza Jun 1.69 1.58 27.6 20.9 3.4 -24.2 6.1 8.1 0.71 5.9 3.3 MP 

Simple average             13.0 11.0 1.31 16.0 4.0   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chart 3: Huayang Technical View Point 

 

♦ The share price of Huayang broke out from an 
usually boring trading pattern at below the RM0.75 
level in Jul 2010, and rallied to above the RM0.90 
level on improved trading sentiment. 

♦ Since then, its trading volume increased 
significantly, as it tried to climb higher. 

♦ The stock reached a high of RM1.27 in Oct, thanks 
to the constant rally. 

♦ However, after touching the high, it triggered a 
strong selling pressure, dragging the stock to retest 
the RM.92 resistance-turn-support level in mid-Oct. 

♦ Following weeks of struggle to reclaim the RM1.03 
level, the stock eased again last week and closed at 
RM0.995 last Friday.  

♦ Closed with a series of negative candles, and below 
the supportive 10-day SMA of RM1.01, plus the 
‘double sell” signal on the indicators, it is likely to 
revisit the RM0.92 support soon, in our view. 

♦ Technically, however, we expect bargain-hunting 
activities to return near RM0.92, as the Jul 
breakout remains intact.  

♦ Nevertheless, as a caution note, a breach of the 
support will instantly turn the chart bearish. A 
lower buffer is only at RM0.75.  
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IMPORTANT DISCLOSURES 
 
This report has been prepared by RHB Research Institute Sdn Bhd (RHBRI) and is for private circulation only to clients of RHBRI and RHB Investment Bank Berhad 
(previously known as RHB Sakura Merchant Bankers Berhad).  It is for distribution only under such circumstances as may be permitted by applicable law.  The 
opinions and information contained herein are based on generally available data believed to be reliable and are subject to change without notice, and may differ or 
be contrary to opinions expressed by other business units within the RHB Group as a result of using different assumptions and criteria.  This report is not to be 
construed as an offer, invitation or solicitation to buy or sell the securities covered herein. RHBRI does not warrant the accuracy of anything stated herein in any 
manner whatsoever and no reliance upon such statement by anyone shall give rise to any claim whatsoever against RHBRI. RHBRI and/or its associated persons 
may from time to time have an interest in the securities mentioned by this report. 
  
This report does not provide individually tailored investment advice.  It has been prepared without regard to the individual financial circumstances and objectives 
of persons who receive it.  The securities discussed in this report may not be suitable for all investors.  RHBRI recommends that investors independently evaluate 
particular investments and strategies, and encourages investors to seek the advice of a financial adviser.  The appropriateness of a particular investment or 
strategy will depend on an investor’s individual circumstances and objectives.  Neither RHBRI, RHB Group nor any of its affiliates, employees or agents accepts 
any liability for any loss or damage arising out of the use of all or any part of this report. 
  
RHBRI and the Connected Persons (the “RHB Group”) are engaged in securities trading, securities brokerage, banking and financing activities as well as providing 
investment banking and financial advisory services.  In the ordinary course of its trading, brokerage, banking and financing activities, any member of the RHB 
Group may at any time hold positions, and may trade or otherwise effect transactions, for its own account or the accounts of customers, in debt or equity 
securities or loans of any company that may be involved in this transaction. 
 
“Connected Persons” means any holding company of RHBRI, the subsidiaries and subsidiary undertaking of such a holding company and the respective directors, 
officers, employees and agents of each of them.  Investors should assume that the “Connected Persons” are seeking or will seek investment banking or other 
services from the companies in which the securities have been discussed/covered by RHBRI in this report or in RHBRI’s previous reports. 
 
This report has been prepared by the research personnel of RHBRI.  Facts and views presented in this report have not been reviewed by, and may not reflect 
information known to, professionals in other business areas of the “Connected Persons,” including investment banking personnel. 
 
The research analysts, economists or research associates principally responsible for the preparation of this research report have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. 
 
The recommendation framework for stocks and sectors are as follows : - 
 
 
Stock Ratings 
 
Outperform = The stock return is expected to exceed the FBM KLCI benchmark by greater than five percentage points over the next 6-12 months. 
 
Trading Buy = Short-term positive development on the stock that could lead to a re-rating in the share price and translate into an absolute return of 15% or more 
over a period of three months, but fundamentals are not strong enough to warrant an Outperform call.  It is generally for investors who are willing to take on 
higher risks.  
 
Market Perform = The stock return is expected to be in line with the FBM KLCI benchmark (+/- five percentage points) over the next 6-12 months. 
 
Underperform = The stock return is expected to underperform the FBM KLCI benchmark by more than five percentage points over the next 6-12 months. 
 
Industry/Sector Ratings 
 
Overweight = Industry expected to outperform the FBM KLCI benchmark, weighted by market capitalisation, over the next 6-12 months. 
 
Neutral = Industry expected to perform in line with the FBM KLCI benchmark, weighted by market capitalisation, over the next 6-12 months. 
 
Underweight = Industry expected to underperform the FBM KLCI benchmark, weighted by market capitalisation, over the next 6-12 months. 
 
RHBRI is a participant of the CMDF-Bursa Research Scheme and will receive compensation for the participation.  Additional information on recommended 
securities, subject to the duties of confidentiality, will be made available upon request. 
 
This report may not be reproduced or redistributed, in whole or in part, without the written permission of RHBRI and RHBRI accepts no liability whatsoever for the 
actions of third parties in this respect. 

 


