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MAGNUM BERHAD                                                           Underperform 
 
DESCRIPTION 
 
Holding company of Magnum, one of the leading 
numbers forecast operators (NFO) offering 4-digit 
numbers forecast betting and 4-D jackpot in Malaysia.  
 
 
12-Month Target Price                                   RM1.70 
Current Price                                                  RM2.10 
Expected Return                                                 - 19% 
 
Market                                         Main 
Sector                                                             Gaming 
Bursa Code                          3859 
Bloomberg Ticker                                        MAG MK 
Shariah Compliant                                                No 
 
 
SHARE PRICE CHART 
 

 
 
52 Week Range (RM)                                  2.08-2.52 
3-Month Average Vol (‘000)                               519.2 
 
SHARE PRICE PERFORMANCE 
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KEY STOCK DATA 
  

   
Market Capitalisation (RM m) 
No. of Shares (m) 

   2,988.2 
1,423.0 

 
 
MAJOR SHAREHOLDERS 
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Casi Management SB 
Asia 4D Holdings Ltd  
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11.2 

 
 
 
Eltricia Foong 
T 603 2268 3000 
F 603 2268 3014  
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 Disappointing Set of Results    
 

Magnum reported an underwhelming set of results with net profit falling by a 
whopping 56% YoY to only RM30.6m in 1QFY17 owing to intense competition from 
illegal operators, weak consumer spending and a higher prize payout ratio. The 
results only accounted for 15% and 14% of our and consensus full-year estimates 
respectively. 1Q has traditionally been the strongest quarter seasonally due to the 
Chinese New Year effect but the current quarter has turned out to be the weakest in 
recent years. We cut our earnings forecasts for FY17-19F by 6-26% to factor in 
higher costs and prize payout ratio. We have rolled forward our DCF valuation to 
FY18F and adjusted down our terminal growth assumption from 1.5% to 1%. As 
such, our TP is reduced from RM2.35 to RM1.70. For the first time, no quarterly 
dividend was declared. We cut our dividend payout ratio from 95% to 80%, which 
translates to a yield of 4%. Also, given the uncertainties with regards to a material 
litigation between Magnum and the Inland Revenue Board for tax penalty 
amounting to RM476.5m, we downgrade Magnum from Neutral to Underperform.     
 
§ 1Q17 revenue (-7.4% YoY, 9.9% QoQ). Due to intense competition from 

illegal gaming operators, weak consumer sentiment and having one less 
draw, Magnum’s 1Q17 revenue was down 7.4% YoY to RM697.1m. 
However, it delivered higher revenue QoQ due to stronger ticket sales 
during Chinese New Year festival.  
 

§ 1Q17 net profit (-55.6% YoY, -32.2% QoQ). Unexpectedly, net profit fell 
sharply by 55.6% YoY on lower sales and higher prize payout ratio. As a 
result, we cut our earnings forecasts for FY17F, FY18F and FY19F by 
25.8%, 9.2% and 5.8% respectively, after factoring in the impact of poor 
luck factor and higher cost.  

 
§ Material litigation with the Inland Revenue Board. Magnum also 

announced that it was served with notices of assessment for a total tax 
penalty amounting to RM476.5m for assessment years 2008 to 2011. This 
was pursuant to the disallowance of the deduction of interest expense and 
loan stock interest expenses incurred during the said years. Upon 
consulting its solicitors, management is of the view that there are 
reasonable grounds to challenge the validity of the notices raised by the 
Inland Revenue. There will be no imminent financial effects pending 
resolution of this matter though this is likely to cast a large overhang on the 
shares in the interim.   

 
KEY FORECAST TABLE 

FYE Dec (RM m) 2015A 2016A 2017F 2018F 2019F CAGR 

Revenue 2,767.0 2,659.9 2,537.0 2,511.7 2,536.8 -1.6% 

Gross Profit 385.1 338.4 267.6 316.8 330.3 -0.8% 

Pre-tax Profit 333.7 286.6 212.6 261.8 275.3 -1.3% 

Net Profit 226.8 190.8 154.4 191.4 201.5 1.8% 

EPS (Sen) 15.9 13.4 10.8 13.4 14.1 1.8% 

P/E (x) 13.2 15.7 19.4 15.6 14.8  

DPS (Sen) 16.0 13.0 8.7 11.4 12.0  

Dividend Yield (%) 7.6 6.2 4.1 5.4 5.7  
Source: Company, PublicInvest Research estimates 
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Table 1: Results Summary 

31 December (RM m) 1Q17 1Q16 
YoY  
chg  
(%) 

QoQ  
chg  
(%) 

Comment 

Revenue 697.1  752.6  (7.4) 9.9   
 

- Gaming 697.1  752.5  (7.4) 9.9  
Hit by intense competition from illegal 
operators, weak consumer spending & 
one less draw 

- Others 0.0  0.0  (35.4) (83.1)  
 

Pretax Profit 46.0  97.4  (52.8) (39.9)  
 

- Gaming 44.9  99.7  (55.0) (41.1) Lower sales & higher prize payout ratio 

- Others 1.1  (2.3) (149.2) 151.5   
 

Tax (14.6) (27.6) 46.9  (52.6)  
 

Minorities (0.8) (1.0) 20.4  25.1   
 

Net Profit 30.6  68.8  (55.6) (32.2)  
 

 
Source: Company, PublicInvest Research estimates 
 
 
 
Table 2: Sharp contraction in gaming profit  

 

 
 
Source: Company, PublicInvest Research 
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KEY FINANCIAL DATA 
 
INCOME STATEMENT DATA 

FYE Dec (RMm) 2015A 2016A 2017F 2018F 2019F 

Revenue 2,767.0  2,659.9  2,537.0  2,511.7  2,536.8  

Operating Profit 385.1  338.4  267.6  316.8  330.3  
Net interest cost (51.4) (51.8) (55.0) (55.0) (55.0) 
Pre-tax Profit 333.7  286.6  212.6  261.8  275.3  
Income Tax (101.3) (92.6) (53.1) (65.5) (68.8) 
Effective Tax Rate (%) 30.4  32.3  25.0  25.0  25.0  

Net Core Profit 226.8  190.8  154.4  191.4  201.5  

Growth      

Revenue (%) -4.1 -3.9 -4.6 -1.0 1.0 

Operating Profit (%) -9.3 -12.1 -20.9 18.4 4.2 

Net Profit (%) -11.1 -15.9 -19.1 23.9 5.3 

 
Source: Company, PublicInvest Research estimates 

 
BALANCE SHEET DATA 

FYE Dec (RM m) 2015A 2016A 2017F 2018F 2019F 

Property, Plant & Equipment 55.9 60.3 65.9 70.9 75.9 

Intangible assets 2,738.4 2,738.6 2,737.1 2,736.8 2,736.5 

Cash at bank 361.2 404.1 308.8 282.0 265.6 

Other Assets 465.8 428.1 568.6 618.0 665.6 

Total Assets 3,621.2 3,631.1 3,680.4 3,707.7 3,743.7 

Short-term borrowings 49.9 224.6 220.0 220.0 220.0 

Long-term borrowings 943.2 770.5 780.0 780.0 780.0 

Payables 165.9 177.1 170.9 164.5 165.2 

Other Liabilities 44.1 2.3 50.4 55.4 60.4 

Total Liabilities  1,203.1 1,174.6 1,221.4 1,220.0 1,225.7 

Shareholders’ Equity 2,418.1 2,416.4 2,459.0 2,487.7 2,518.0 

Total Equity and Liabilities 3,621.2 3,631.1 3,680.4 3,707.7 3,743.7 
Source: Company, PublicInvest Research estimates 

 

Fiscal Year End December (RMmn) 2009A 2010A 2011F 2012F 20 

FYE Dec  2015A 2016A 2017F 2018F 2019F 
Book Value Per Share (RM) 1.7 1.7 1.7 1.7 1.8 
EPS (Sen) 15.9 13.4 10.8 13.4 14.1 
DPS (Sen) 16.0 13.0 8.7 11.4 12.0 
Payout Ratio (%) 99.9 96.9 80.0 85.0 85.0 
Net debt (x) 0.3 0.2 0.3 0.3 0.3 
ROA (%) 6.3 5.3 4.2 5.2 5.4 
ROE (%) 9.4 7.9 6.3 7.7 8.0 

Source: Company, PublicInvest Research estimates 
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RATING CLASSIFICATION 
 

STOCKS 

OUTPERFORM  The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months. 

NEUTRAL  The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months. 

UNDERPERFORM  The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months. 

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but 
the underlying fundamentals are not strong enough to warrant an Outperform call. 

TRADING SELL  The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months. 

NOT RATED  The stock is not within regular research coverage. 

 

SECTOR 

OVERWEIGHT  The sector is expected to outperform a relevant benchmark over the next 12 months. 

NEUTRAL  The sector is expected to perform in line with a relevant benchmark over the next 12 months. 

UNDERWEIGHT  The sector is expected to underperform a relevant benchmark over the next 12 months. 

 

DISCLAIMER 
 
This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be permitted by applicable 
law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of this document. The views/opinions expressed 
herein are subject to change without notice and solely reflects the personal views of the analyst(s) acting in his/her capacity as employee of Public Investment Bank 
Berhad (“PIVB”). PIVB does not make any guarantee, representations or warranty neither expressed or implied nor accepts any responsibility or liability as to its 
fairness liability adequacy, completeness or correctness of any such information and opinion contained herein. No reliance upon such statement or usage by the 
addressee/anyone shall give rise to any claim/liability for loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, 
connected persons/employees, associates or agents.  
 
This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase or subscribe or sell 
any securities, related investments or financial instruments. Any recommendation in this document does not have regards to the specific investment objectives, 
financial situation, risk profile and particular needs of any specific persons who receive it. We encourage the addressee of this document to independently evaluate 
the merits of the information contained herein, consider their own investment objectives, financial situation, particular needs, risks and legal profiles, seek the advice 
of their, amongst others, tax, accounting, legal, business professionals and financial advisers before participating in any transaction in respect of any of the securities 
of the company(ies) covered in this document.  
 
PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may own or have positions 
in the securities of the company(ies) covered in this document or any securities related thereto and may from time to time add or dispose of, or may be materially 
interested in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related companies, associates or agents do and/or seek to do business with 
the company(ies) covered in this document and may from time to time act as market maker or have assumed an underwriting commitment in the securities of such 
company(ies), may sell them or buy them from customers on a principal basis, may have or intend to accommodate credit facilities or other banking services and 
may also perform or seek to perform investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such investment 
advisory or other services from any entity mentioned in this document. The analyst(s) and associate analyst(s) principally responsible for the preparation of this 
document may participate in the solicitation of businesses described aforesaid and would receive compensation based upon various factors, including the quality of 
research, investor client feedback, stock pickings and performance of his/her recommendation and competitive factors. Hence, the addressee or any persons 
reviewing this document should be aware of the foregoing, amongst others, may give rise to real or potential conflicts of interest. 

Published and printed by:  

PUBLIC INVESTMENT BANKBERHAD (20027-W) 
9th Floor, Bangunan Public Bank 
6, Jalan Sultan Sulaiman 
50000 Kuala Lumpur 
T 603 2268 3000 
F 603 2268 3014 
Dealing Line 603 2268 3129 


