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Overall ESG Score: 2.70 (out of 4) 

E: GOOD 

E&O undertook various assessments to minimise the 
environmental impact, especially on the reclamation works 
and development of STP2A. A few energy-saving initiatives 

have also been undertaken for the hospitality and retail 
divisions. 
S: GOOD 

E&O's social activities planned with schools previously 
were interrupted last year due to the pandemic. The 
company typically has various community programmes, 

particularly for its developments in Penang. 
G: GOOD 
50% of E&O's board members are independent. It has an 

in-house investor relations team and holds investor 
meetings regularly, but information disclosure and 
transparency practices are not sufficient 
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (20.0) 1.1 (5.9) (15.8) (23.2) 

Relative (14.6) 0.0 (2.7) (10.0) (18.6) 

52-wk Price low/high (MYR) 0.47 – 0.69 

 
 

 

Source: Bloomberg 

 

 

 Upgrade to BUY from Neutral, new TP of MYR0.59 from MYR0.50, 23% 
upside. Eastern & Oriental’s 1QFY23 (Mar) results beat estimates. Sales 
contributions from The Meg and successful cost-cutting measures in the 
past boosted its earnings. 1QFY23 property sales already hit MYR207.1m, 
and the company should be able to achieve MYR500m in property sales by 
end-FY23. Our ratings upgrade is premised on the notion that E&O is now 
a turnaround play, and its volatile earnings trend is now history.  

 1QFY23 results review. The strong revenue growth was mainly driven by 
sales contributions from The Meg, higher revenue recognition on Seri 
Tanjung Pinang 2A (STP2A) reclamation works, as well as a stronger 
performance from the hospitality division. The current percentage of 
completion for the reclamation works is now at 69.5%, vs 66.3% in Mar 
2023. Meanwhile, the average room rate for Eastern & Oriental Hotel in 
Penang is now at MYR646, vs MYR532 last year. The hotel’s average 
occupancy rate is at 78.8%, ie a significant surge from last year. However, 
headline net profit was skewed by a MYR22.8m unrealised FX loss. 
Stripping it off, core net profit would have been around MYR20m. 
Management guided that apart from the swing in the GBP/MYR rate (and 
hence the unrealised FX gain/loss), the company will not likely book any 
further impairments/write-offs going forward. Its current net gearing is 
relatively unchanged, at 0.59x. 

 Sales momentum on the level. E&O’s new sales reached MYR207.1m 
(4QFY22: MYR226.1m). The Meg contributed MYR191.9m, followed by 
The Peak (MYR7.5m), The Conlay (MYR5m) and Avira Phase C 
(c.MYR2.7m). The Meg is now c.75% sold (63.6% as at June) while the 
take-up rate for The Conlay is still at c.32%, ie unchanged from 4QFY22.  

 Healthy flow of planned launches next year. While the remaining units 
of The Meg, The Conlay and The Peak will drive sales in the coming 
quarters, management has lined up two more new projects at STP2A to be 
rolled out next year. These include Plot 16C (indicative GDV: MYR348m) 
during the Lunar New Year period, as well as 51 units of terraces and 18 
units of semi-detached units in Sep 2023 (total GDV: MYR240m). We 
understand that the terrace and semi-detached homes will be priced around 
MYR3m and >MYR4m per unit. 

 Forecasts. In view of the improvement in core earnings, we raise our FY23-
25 earnings forecast significantly. Given encouraging sales, unbilled sales 
increased to MYR597.2m vs MYR455m as at 4QFY22.  

 ESG. We believe the turnaround in earnings should help to boost investors’ 
confidence. Our higher TP is based on a 70% discount to RNAV (from 75%), 
with a 6% ESG discount inked in. 

 

Source: Company data, RHB 
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Eastern & Oriental  (EAST MK)
Price Close

Relative to FTSE Bursa Malaysia KLCI Index (RHS)

Forecasts and Valuation Mar-21 Mar-22 Mar-23F Mar-24F Mar-25F

Total turnover (MYRm) 305              140              284              344              372              

Recurring net profit (MYRm) (48)               (29)               65                79                86                

Recurring net profit growth (%) (487.8)          (40.0)            -               22.5             8.2               

Recurring EPS (MYR) (0.03)            (0.02)            0.04             0.06             0.06             

Recurring P/E (x) na na 10.68           8.72             8.06             

P/B (x) 0.42             0.39             0.40             0.38             0.37             

Dividend Yield (%) na na na na na

Return on average equity (%) (4.3)              3.7               3.7               4.5               4.6               

Net debt to equity (%) 46.6             58.4             59.1             58.6             50.5             

Note: 
Small cap stocks are defined as companies with a market 

capitalization of less than USD0.5bn. 

file:///C:/Users/185405/Documents/My%20report/loong.kok.wen@rhbgroup.com
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Financial Exhibits 
 

  Asia 

Malaysia 

Property 

Eastern & Oriental 

EAST MK 

Buy 

 

Valuation basis 

70% discount to RNAV 

 

Key drivers 

i. New property sales; 
ii. Seri Tanjung Pinang 2 land transactions. 

 

Key risks 

i. Delay in land transactions; 
ii. Weaker-than-expected market conditions. 

 

Company Profile 

Eastern & Oriental is a niche developer focusing on 
high-end property development. Its flagship project is 
Seri Tanjung Pinang 1, while other landbanks are 
located in Kuala Lumpur and Iskandar. It is the key 
property play to capture the influx of liquidity. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 

  

Financial summary (MYR) Mar-21 Mar-22 Mar-23F Mar-24F Mar-25F

Recurring EPS (0.03)                   (0.02)                   0.04                    0.06                    0.06                    

EPS (0.05)                   0.04                    0.04                    0.06                    0.06                    

BVPS 1.14                    1.22                    1.20                    1.25                    1.31                    

Return on average equity (%) (4.3)                     3.7                      3.7                      4.5                      4.6                      

Return on average assets (%) (2.1)                     1.8                      1.9                      2.2                      2.3                      

Valuation metrics Mar-21 Mar-22 Mar-23F Mar-24F Mar-25F

Recurring P/E (x) na na 10.68                  8.72                    8.06                    

P/B (x) 0.4                      0.4                      0.4                      0.4                      0.4                      

EV/EBITDA (x) 120.07                13.15                  12.20                  10.54                  9.15                    

Income statement (MYRm) Mar-21 Mar-22 Mar-23F Mar-24F Mar-25F

Total turnover 305 140 284 344 372

Gross profit 123 79 126 165 173

EBITDA 13 132 142 169 185

Depreciation and amortisation (22) (19) (14) (14) (14)

Operating profit (10) 113 128 156 171

Net interest (34) (26) (30) (35) (40)

Pre-tax profit (50) 83 99 121 131

Taxation (21) (15) (28) (34) (37)

Reported net profit (73) 64 65 79 86

Recurring net profit (48) (29) 65 79 86

Cash flow (MYRm) Mar-21 Mar-22 Mar-23F Mar-24F Mar-25F

Change in working capital 221 (145) (90) (38) 8

Cash flow from operations 338 107 156 225 279

Capex (255) (176) 0 (106) (14)

Cash flow from investing activities (338) (365) 59 (108) (15)

Cash flow from financing activities 223 (63) 101 102 47

Cash at beginning of period 296 469 138 139 197

Net change in cash 223 (321) 316 219 311

Ending balance cash 520 148 454 358 508

Balance sheet (MYRm) Mar-21 Mar-22 Mar-23F Mar-24F Mar-25F

Total cash and equivalents 469 138 139 197 350

Tangible fixed assets 2,322 2,479 2,385 2,478 2,478

Intangible assets 0 0 0 0 0

Total investments 9 121 121 121 121

Total other assets 134 58 37 36 36

Total assets 3,641 3,354 3,427 3,655 3,819

Short-term debt 143 76 26 26 26

Total long-term debt 1,124 1,107 1,157 1,257 1,307

Total liabilities 1,926 1,563 1,661 1,802 1,871

Shareholders' equity 1,667 1,754 1,723 1,802 1,888

Minority interests 48 37 44 51 60

Total equity 1,715 1,791 1,767 1,854 1,948

Total liabilities & equity 3,641 3,354 3,427 3,655 3,819

Key metrics Mar-21 Mar-22 Mar-23F Mar-24F Mar-25F

Revenue growth (%) (37.4) (53.9) 102.1 21.1 8.1

Recurring net profit growth (%) (487.8) (40.0) 0.0 22.5 8.2

Recurrent EPS growth (%) (473.2) (39.7) 0.0 22.5 8.2

Gross margin (%) 40.3 56.1 44.2 48.0 46.6

Recurring net profit margin (%) (15.7) (20.4) 22.8 23.0 23.1
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Results At a Glance 
 

Figure 1: Quarterly results 
FYE Mar (MYRm) 1QFY22 4QFY22 1QFY23 QoQ (%) YoY (%) Comments 

Turnover 26.5  56.7  76.6  35.0  188.5  The increase was due to higher revenue 
recognition from land reclamation works and the 
newly launched project, The Meg, as well as from 
the hospitality segment. 

EBIT 3.7  94.2  7.1  (92.5) 90.2    

EBIT margin (%) 14.0  166.1  9.2        

              

Net interest (8.7) (4.9) (5.0) 1.8  (42.9) Interest expense reduced gradually, given its 
successful re-negotiation over interest costs. 

              

Pretax profit (5.5) 88.2  3.2  (96.4) (157.8)   

Pretax margin (%) (20.7) 155.6  4.1        

              

Taxation (2.7) (7.6) (2.3) (69.6) (15.1)   

Tax rate (%) (49.8) 8.7  73.1        

              

Minority interest (0.9) (1.3) (2.5) 99.2  185.2    

              

Net profit (9.1) 79.3  (1.6) (102.1) (81.9) Headline net profit for 4QFY22 was skewed by a 
MYR80.8m gain from the fair value adjustment of 
investment properties, MYR35.1m reversal of 
impairment loss on right-of-use assets, as well as 
a MYR13.8m unrealised FX gain. Headline net 
profit for 1QFY23 also penciled in a MYR22.8m 
FX loss. 

Core net profit (13.5) (22.8) 21.2  (192.9) (256.7) Above expectations. 

Core net margin (%) (50.9) (40.1) 27.6        

              

EPS (sen) (0.6) 5.5  (0.1)       

Gross DPS (sen) 0.0  0.0  0.0        

NTA/share (MYR) 1.2  1.2  1.2        
 

Source: Company data, RHB 
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Figure 2: RNAV estimate 

 

Source: RHB 

 

 

  

Projects Penang Remaining Equity NPV @ 11%

GDV (MYR m) interest (MYR m)

Andaman Series 687 100% 69.5

Princes House 36 100% 1.6

Conlay Place 945 51% 23.6

The Peak 397 51% 11.8

Other projects Land size Estimated GDV Equity NPV @ 11%

(acres) (MYR m) interest (MYR m)

Medini Central 184 2,607 50% 30.5

Esca House 400 100% 8.9

Hammersmith 1.2 699 100% 14.2

Projects in Klang Valley Land size Total estimated Equity NPV @ 11%

(acres) GDV (MYR m) interest (MYR m)

Ukay Heights, Ampang 9.4 100 100% 6.9                   

Kemensah Heights, Ampang 309.5 2,000 88% 90.5                 

Elmina West 135.0 1,538 100% 71.9                 

Other landbank Net land Estimated GDV Market value Book value Equity Net surplus

(acres) (MYR m) (MYR psf) (MYR psf) interest (MYR m)

Remaining Seri Tanjung Pinang 2 (457 acres) 263 40,000 500 275 88% 1,304.5

STP2A (253 acres) 166 17,000 530 250 65% 817.2

Gertak Sanggul 365 2,000 7 7 100% 0.0

Investment properties No. of NLA Market value Book value Equity Surplus

rooms (sqf) (MYR m) (MYR m) interest (MYR m)

E&O Hotel + Annexe 239 - 266.6 243.1 100% 16.4

Straits Quay Retail - 270,000 233.0 233.0 100% 0.0

Total NPVs and surpluses 2,422.6

Shareholders' funds 1,753.9

Proceeds from ICULS 252.8

RNAV 4,176.5

Share base (mil) 1,982.3

RNAV per share (MYR) 2.11

Discount 70%

Intrinsic value (MYR) 0.63

ESG discount 6%

TP (MYR) 0.59
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Recommendation Chart 

 
Source: RHB, Bloomberg 

 

 
Source: RHB, Bloomberg 

 

 

 

ESG Rating History 

 
Source: RHB 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2022-05-25 Neutral 0.50 0.52

2022-02-23 Sell 0.48 0.60

2021-11-24 Neutral 0.65 0.63

2021-10-31 Sell 0.60 0.67

2021-08-24 Neutral 0.60 0.63

2021-05-30 Sell 0.60 0.78

2021-03-28 Neutral 0.60 0.59

2021-02-24 Neutral 0.40 0.42

2020-12-01 Neutral 0.40 0.41

2020-06-30 Neutral 0.45 0.40

2020-05-11 Neutral 0.48 0.42

2020-02-19 Neutral 0.63 0.59

2020-02-19 Neutral 0.63 0.59

2019-11-29 Neutral 0.63 0.56

2019-08-28 Neutral 0.89 0.78

2.7 2.7 2.7 2.7 2.7 2.7 2.7 2.7

0.0

1.0

2.0

3.0

4.0
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RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 

 

Investment Research Disclaimers 

 
RHB has issued this report for information purposes only. This report is intended for 

circulation amongst RHB and its affiliates’ clients generally or such persons as may be 
deemed eligible by RHB to receive this report and does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person 
who may receive this report.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 
investors should make their own informed decisions before relying on the same. 
 
This report is not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 

 
All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 
time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 
any liability for any direct, indirect or consequential losses, loss of profits and/or 
damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement of facts made in this report are 
accurate, all estimates, projections, forecasts, expressions of opinion and other 

subjective judgments contained in this report are based on assumptions considered to 
be reasonable and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 

 
This report may contain comments, estimates, projections, forecasts and expressions 
of opinion relating to macroeconomic research published by RHB economists of which 
should not be considered as investment ratings/advice and/or a recommendation by 
such economists on any securities discussed in this report. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 

recommended in this report may be unsuitable for an investor depending on the investor’s 
specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 

 
This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 
unknown risks, uncertainties and other factors which may cause the actual results, 
performance or achievement to be materially different from any future results, 
performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 

The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
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 
RHB website shall be at the recipient’s own risk. 
 
This report may contain information obtained from third parties. Third party content 

providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  
 
The research analysts responsible for the production of this report hereby certifies that 
the views expressed herein accurately and exclusively reflect his or her personal views 
and opinions about any and all of the issuers or securities analysed in this report and 
were prepared independently and autonomously. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 

Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 
 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 
or qualifications may apply based on geographical location of the person or entity 

receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 
is subject to change. If the Financial Services and Markets Act of the United Kingdom 
or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient therein are unaffected. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 
This report is issued and distributed in the Kingdom of Thailand by RHB Securities 
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 

Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
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member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
 
Indonesia 
This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 
research does not constitute an offering document and it should not be construed as 
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 
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