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52-week High/Low RM1.33/RM1.08

® We reaffirm our BUY recommendation on MRCB-Quill

Key Changes REIT (MQ REIT) with an unchanged fair value of
Fair value « RM1.35/unit, based on a 10% discount to its DCF value
EPS g of RM1.50/unit.
YE to Dec FY14 FYISF FY16F FYI7F ¢ MQ REIT’s 1QFY15 core net profit of RM8mil met
Revenue (RM mil) 702 1069 1205 1221 expectatl_ons although it apcounts foz 15% of our full-
Net profit (RM mil) 403 59.6 673 68.5 year estimate of RMS4mil, and 16% of consensus
Realised Net profit (RM mil) 342 53.6 61.3 62.5 estimates.
EPU (sen) 8.8 9.0 93 9.4
EPU Growth (%) 9.9 (2.8) 15 1.7 ® Contribution from Platinum Sentral will only be
Consensus EPU (sen) 0.0 8.6 9.3 9.9 reflected from 2Q onwards as the acquisition was
DPU (sen) 8.4 8.6 8.8 9.0 completed on March 30 (9-month contribution for FY15).
PE (x) 1.2 11.6 114 1.2
EVIEBITDA (x) 137 165 153 151 ® DPU of 1.88sen was reported for 1QFY15
Div yield (%) 72 739 76 17 ‘ P QFY1S.
ROE (%) 74 6.8 7.7 7.8 ° . o
Gearing (%) 351 441 438 438 Net property income for the 1Q rose by 5% YoY on the

back of an 8% rental income growth, attributed to
positive rental reversion and high recoveries of several

Stock and Financial Data

properties.
Shares Outstanding (million) 390.1 PY nev r n health %
Market Cap (RMri) 4526 Occupancy rate stands at a healthy 93%.
ﬁ;’g\‘;:ﬁglue (RM/share) 829 ® MQ REIT’s FY15F organic growth will be underpinned
ROE (%) 74 by:- (1) 25% of total leases, which are due for renewal at
Gearing (%) 351 QB1, QB3, QB4, and Plaza Mont Kiara; and (2) on-going
asset enhancement initiatives works at QB2 and Plaza
Major Shareholders MRCB(30.3%) Mont Kiara.
CapitaCommercial Trust(17.2%)
o0 Floa gugl Group(17.2%) ®  About 24% of the leases due for this year were renewed
ree Floa | ; ; ; ;
- . in 1Q, with the bulk of the balance only due in 4Q with
Avg Daily Value (RMmil) 0.2 negotiations on-going. y
Pri rf h h 12mth . . . .
rIce periormance 3mt Smt mt ® We continue to like MQ REIT as an ideal vehicle for
Absolute (%) (5.7) ; 18 MRCB to.house its prime comm_ercial assets within KL
Relative (%) (5.8) 0.7 5.7 Sentral given MRCB’s monetisation agenda. In the near
term, we believe MRCB is likely to engage in another
12 - 1880 similar deal to monetise its matured property assets

following the recent injection of Platinum Sentral.
12 - 1,860

MWN ® Other property assets under MRCB’s stable that could
12 \—/\—\ - 1840 be injected into the REIT are the Shell Tower and Ascott

Residences, with a reported cumulatively value of

12 \[ 1820 RM900mil. Inclusive of properties owned by Quill Group
\ (i.,e. QB6, QB9 and QB18), the collective value is

12 L RM1.8bil (for five assets). This would see MQ REIT’s

1 L 1780 total asset value increase by 113% to RM3.4bil.

11 1760 ® At the current level, MRCB-Quill REIT is trading at an

attractive yield of 7.4% for FY15F vis-a-vis its sector
peers’ 6% with a yield spread of 352bps over the 10-
QUIL MK FBMKLCI Index year Malaysian Government Securities yield of 3.9%.
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EXHIBIT 1: RESULTS SUMMARY

YE 31 Dec (RMmil) 1QFY14 4QFY14 1QFY15
Gross rental income 17.2 18.2 18.6
Property operating cost 4.2) 4.8) 4.9
Net propety income (NPI) 13.0 13.4 13.7
Interest expenses & interest income (3.3) (3.4) (3.4)
Other expenses (1.5 (1.6) (2.0
Fair value adj. - 6.1 -
Net Income before tax 8.2 14.6 8.3
Taxation - -

Net Income 8.2 14.6 8.3
Less: Fair value ad. - (6.1)

Realised income 8.2 8.5 8.3
EPU (sen) 2.1 22 2.1
DPU (sen) - 43 1.9
NAV/unit (RM) 1.3 1.3 1.3
NPI margin (%) 75.7 73.8 73.5
Pretax margin (% ) 47.5 80.4 4.5
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Source: Company, AmResearch
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EXHIBIT 2: PB BAND CHART
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EXHIBIT 3: PE BAND CHART
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EXHIBIT 4: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY13 FY14 FY15F FY16F FY17F
Gross rental income 68.9 70.2 106.9 120.5 1221
Revenue from tenancy 68.9 70.2 106.9 120.5 1221
Other revenue - - - - -
Property mgmt fees (15.7) (16.9) (25.7) (27.7) (28.1)
Other operating expenses 0.2) 0.2) 0.2) (0.2) (0.2)
Net property income 53.2 53.3 81.2 92.8 94.0
Interest income 0.8 0.7 1.2 1.7 1.7
Other income - - - - -
Fair value adj 21 6.1 6.0 6.0 6.0
Non property expenses (5.8) (5.8) (5.9) (5.9) (6.0)
Borrowing cost (13.7) (14.1) (23.0) (27.2) (27.2)
Net income before tax 36.6 40.3 59.6 67.3 68.5
Taxation - - - - -
Net income after tax 36.6 40.3 59.6 67.3 68.5
Distributable income* 345 342 53.6 61.3 62.5
*Net income after tax less fair adj
Balance Sheet (RMmil, YE 31 Dec) FY13 FY14 FY15F FY16F FY17F
Cash 30.9 233 37.9 776 715
Trade & other debtors 2.6 6.1 35 39 39
Others - - 21.7 - -
Current Assets 335 294 69.1 815 815
Trade & other Creditors 1.7 12.2 18.6 21.0 213
Provision for income dist - - - - -
Short term Borrowings 54 2.3 2.3 2.3 2.3
Others 2.3 2.3 - - -
Current Liabilities 19.3 16.8 20.9 233 235
Net Current Assets/Liab. 14.2 12.7 48.2 58.3 57.9
Fixed assets - - - - -
Other Long term assets - - - - -
Long-term Assets 826.6 838.9 1,551.6 1,551.6 1,551.6
Total Assets 860.1 868.4 1,620.7 1,633.2 1,633.1
Term loans 304.9 305.1 7151 7151 7151
Other Long term Liabilities 48 75 75 17.5 17.2
Long-term Liabilities 309.6 312.6 722.6 732.6 732.3
Share Capital 411.7 411.7 748.7 748.7 748.7
Reserves 121.7 129.5 128.5 128.5 128.5
Undistributed income - - - - -
Shareholders’ Funds 533.5 541.3 877.3 877.3 877.3
Total Liab & SF 862.4 870.6 1,620.8 1,633.1 1,633.1
Cash Flow (RMmil, YE 31 Dec) FY13 FY14 FY15F FY16F FY17F
Pretax profit 36.6 40.3 59.6 67.3 68.5
Working Capital 1.2 (3.1 37 2.8 0.3
Others (15.0) (19.4) (27.8) (31.5) 19.5
Operating cash flows 48.6 443 791 89.7 88.3
Capex (3.0 (6.0) (6.0) (6.0) (6.0)
Enchancement exp. - - (740.0) - -
Others - - - - -
Investing cash flows (3.0) (6.0) (718.7) (6.0) (6.0)
Issue of shares - - 342.0 - -
Dividend paid (32.7) (32.7) (50.9) (58.3) (59.4)
Borrowings (117.0) (15.0) - - -
Others 103.7 1.0 387.0 (27.2) (27.2)
Financing cash flow (45.2) (45.9) 679.3 (83.8) (84.9)
Net inflows/(outflows) 0.5 (7.6) 39.7 (0.1) (2.5)
Source: Company, AmResearch estimates
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Published by The information and opinions in this report were prepared by AmResearchSdn Bhd. The investments discussed or recommended in this
AmResearchSdnBhd(335015-P) 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
(A member of the AmInvestment Bank Group) sollcnt;{tlon to b!.ly any securities. The directors and employees of AmResegrch_S_dthd may fro_m time to time have a position in or_\{mh the
15th Floor BangunanAmBank Group securities mentioned herein. Members of the Aminvestment Group and their affiliates may provide services to any company and affiliates of
55 Jalan Raja Chulan such companies whose securities are mentioned herein. The information herein was obtained or derived from sources that we believe are
50200 Kuala Lumpur reliable, but while all reasonable care has been taken to ensure that stated facts are accurate and opinions fair and reasonable, we do not
Tel: (03)2070-2444 (research) 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
Fax: (03)2078-3162 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.
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AmResearchSdnBhd(335015-P) For AmResearchSdnBhd

(A member of the AmInvestment Bank Group)

15th Floor BangunanAmBank Group W P
55 Jalan Raja Chulan o
50200 Kuala Lumpur

Tel: (03)2070-2444 (research)
Fax: (03)2078-3162 Benny Chew

Managing Director
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