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ROPERTY has been the bulwark
of wealth in most Asian societies.
And for decades, stock markets
around the region – be it Singa-
pore, Hong Kong, Malaysia, Indo-

nesia or Thailand – have been largely sup-
ported by the underlying values of real es-
tate. Thus, property stocks have also be-
come bellwether stocks in many of these
markets.

In Singapore, for example, the entire
market danced to the tune of the seventh
round of property cooling measures an-
nounced recently. It has been the same
case in Hong Kong and China.

But not all property stocks have com-
manded the same attention or respect.

Singapore-listed Sinarmas Land (SML)
is a case in point.

This Widjaja-controlled property com-
pany is part of a vast conglomerate which
has businesses spanning agribusiness to
property and financial services. SML is
the Singapore-listed property arm of this
conglomerate, controlling land and assets
spread throughout Indonesia, Singapore,
Malaysia and China.

Yet this stock gets scant attention from
analysts. They should perhaps pay closer
attention, and here’s why.

The largest component of SML’s as-
sets is its 49.87 per cent owned Jakarta-
listed Bumi Serpong Damai (BSD).

BSD is the largest market capitalised
property company on the Indonesian
bourse, with a current market cap at
around $3.8 billion. It is closely tracked
and rated a “buy” by major global invest-
ment houses such as CLSA, Morgan
Stanley, Citi, Deutsche Bank, Nomura
and others. This is not
surprising given its
commanding position
in a resurgent Indone-
sian property market,
where it has 8,400 ha
of land for develop-
ment in Indonesia (including township,
residential and resort land stretching
from greater Jakarta to Bali). As CLSA
noted in a February 2013 report, the In-
donesian property sector has a multi-
year history, with sales quadrupling in
the last five years while mortgage credit
doubled. Besides Indonesia, BSD also
has 65 ha of premium residential land-
bank in Hong Kong.

SML’s stake in BSD is worth some
62 cents per SML share.

Here in Singapore, SML owns some

128,000 sq ft of retail and office space at
Orchard Tower. The lowest price fetched
by an office unit at Orchard Towers last
year was $2,372 per square foot (psf),
while a retail unit changed hands for
some $5,946 psf. The real value proba-
bly lies somewhere in between, giving
SML’s holdings a value in the region of
$300-400 million.

Depending on the valuation chosen,
this equates to another
13-15 cents per SML
share.

In Malaysia, SML
owns 9.5 million sq ft of
resort land and a 330-
room five-star hotel at

Palm Resort, near Senai, Johor. The com-
pany holds these assets in this book at
just $66 million, translating into less
than $1 million per ha of prime land. Giv-
en the price appreciation of property in
the Iskandar development zone, this
property could be conservatively valued
at well over $100 million.

On top of all of this, SML also has a
cash hoard of some $654 million.

Adding all its assets, SML should be
worth about $1.20 per share, significant-
ly above its stock price of around

46.5 cents.
But of course, property stocks trade at

a discount to their real underlying value.
In Singapore, the discounts averages

around 20 per cent to their net asset val-
ue (NAV). In Indonesia, the discount is
about 40 per cent.

In Thailand, however, property stocks
trade at premium of around 60 per cent
to NAV. This could explain why Thai Bev-
erage boss Charoen Sirivadhanabhakdi
fought so hard to wrest its $5 billion
worth of property assets in the face of
competition for it from UOL.

But back to SML.
Market participants should ask them-

selves why – and whether – this company
should trade at a hefty 60 per cent dis-
count to underlying value. Even for an
under-researched company, this repre-
sents a massive disconnect between true
and perceived value.

This gap gives rise to several ques-
tions. First, are SML’s assets real? Are its
key markets of Indonesia, Singapore and
Malaysia dynamic enough to sustain and
extract the value of these assets? Is there
a potential for this company to ultimately
unlock some value for its shareholders?

If the answer is “yes” to all three ques-
tions, perhaps it may be time to take a
closer look at this company and its stock.

By ANDREA SOH

INCREASED patient num-
bers, plus having more spe-
cialist consultants and med-
ical specialities, continued
to drive growth at Raffles
Medical Group (RMG) for
the first quarter of this
year.

Net profit attributable to
shareholders rose 16 per
cent from a year ago to
$13.5 million for the three
months ended March 31.

Revenue grew 11.2 per
cent to $81.1 million over
the same period, up from
$72.9 million.

“Q1 traditionally is the
weakest of the four quar-
ters, because of the holi-
days – New Year, Chinese
New Year. So a double-digit
topline growth like this,
we’re happy,” said its chair-
man Loo Choon Yong.

Explaining the main rev-
enue drivers in Q1, he said:
“As we get better known in
the region, we get more pa-
tients, and the patients
come with more acute prob-
lems. So each patient ends
up spending more money
because they need more to
be done.”

“The other factor is, as
we bring in more and more
specialists to the team,
we’ll be able to manage
more patients. So that’s al-
so contributing to the top-
line.”

With the group’s fixed
costs spread over higher pa-
tient numbers, improved
operating efficiencies have
also contributed to a higher
profit margin.

Earnings per share rose
from 2.17 cents last year to
2.47 cents.

The hospital services di-
vision, which grew 16.4 per
cent, added new consultant
specialists in the areas of
cardiology, endocrinoloy

and diagnostic radiology in
the first quarter. It will con-
tinue to bring more special-
ists and add specialities go-
ing forward, such as radia-
tion oncology.

Its healthcare services
division grew by 4 per cent,
due to renewals of con-
tracts in the aviation, hotel,
food & beverage and finan-
cial sectors, the firm said.

Despite the dismal glo-
bal economic outlook, Dr
Loo is confident about
RMG’s economic prospects,
as the population in Singa-
pore will continue to grow.

The ageing population,
as well as new technologies
which will enable the hospi-
tal to do more for its pa-
tients, also puts the hospi-
tal in good stead, he added.

RMG’s plans to convert
part of a commercial prop-
erty at 30 Bideford Road in-
to a medical centre – to ex-
pand its specialist clinic
practice to the Orchard
Road area – were turned
down by the authorities for

the second time in March.
It had paid $92 million for
the seven-storey freehold
podium block in 2011.

The group said it is ex-
ploring various options for
the property. OSK-DMG an-
alyst Lynette Tan said that,
given the rise in property
prices and rentals, “this in-
vestment is a positive one
for the group”.

Outside Singapore, the
group, which already has
four medical centres in
Hong Kong and Shanghai,
is beginning to look at other
parts of China.

Dr Loo said RMG is “pro-
gressing along” in its plans
to build a hospital in Shek-
ou, Shenzhen. The firm had
signed a letter of intent
with China Merchants
Group in February to devel-
op an integrated interna-
tional hospital there.

“China may not be grow-
ing at double digit any-
more. . .but in terms of
good quality health care,
there is very big demand.

It’s not an easy market, but
we have been studying and
exploring opportunities ac-
tively,” said Dr Loo.

In Hong Kong, where
the group was unsuccessful
in its tender submission to
develop a private hospital,
RMG will wait for other op-
portunities, either in the
form of new land released
by the government or poten-
tial acquisitions, he added.

The counter gained 3
cents after the results an-
nouncement yesterday to
close at $3.44.

Is Widjaja-controlled Sinarmas Land
worth a closer look?
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INDOFOOD Agri Resources
took a hit from lower com-
modity prices, weaker edi-
ble oil sales and higher cost
of sales as first quarter
earnings plunged 72 per
cent.

For the three months
ended March 31, its reve-
nue slid 3.2 per cent to 3.1
trillion rupiah (S$393 mil-
lion) from a year earlier.

The higher sales volume
of crude palm oil had been
substantially offset by low-
er selling prices of key plan-
tation crops, the firm said.
This was partly mitigated
by positive sales contribu-
tion from sugar products.

But higher costs of pro-
duction, freight and adver-
tising expenses ate away
further at bottomline, caus-
ing net profit attributable to
shareholders to tumble
from 377 billion rupiah last
year to 107 billion rupiah.

Earnings per share
dropped 71.8 per cent from
262 rupiah to 74 rupiah.

Crude palm oil prices hit
a two-year low of US$776 a
tonne in December last
year, as economic concerns

in China and Europe, re-
duced biodiesel demand in
Europe and expectations of
bumper soybean crops in
South America weighed on
the commodity.

While it has recovered
slightly to US$845 a tonne
in the first quarter, it re-
mains significantly lower
than the US$1,006 level in
2012, said IndoAgri.

It, however, expects the
growing food and beverage
industry in Indonesia – now
one of the largest palm oil
consumers along with Chi-
na and India – to sustain do-
mestic demand this year.

“We commence the sug-
ar harvest season in May,
and this should mitigate
some of the impact from
lower palm oil prices,” said
chief executive Mark Wake-
ford.

And while rubber prices

were also weaker this year,
its long term outlook re-
mains “upbeat”, the firm
said.

The group had also an-
nounced in early March the
330 million rupiah acquisi-
tion of a 79.7 per cent stake
in PT Mentari Pertiwi Mak-
mur which, through its sub-
sidiary SAL Group, owns
three industrial forest plan-
tation concessions.

These concessions in Be-
ra and East Kutai in Kast
Kalimantan total 73,330
hectares.

“This acquisition fits in-
to the group’s agriculture
business model and enhanc-
es its diversification into
other agriculture crops,” In-
doAgri said.

Its counter dropped 2.5
cents yesterday to $1.115,
after the results were an-
nounced.

By JASMINE NG

A GROUP of engineering
companies, led by Yong-
nam Holdings, has submit-
ted its proposal to the Myan-
mar Department of Civil
Aviation in a bid to clinch
the Yangon International
Airport project.

The consortium compris-
es Yongnam, Changi Air-
port Planners and Engi-
neers (a wholly owned sub-
sidiary of Changi Airports
International) and To-
kyo-listed JGC Corporation.

Yongnam said yesterday
that the proposal was for
the right to design, con-
struct, operate and main-
tain the Yangon airport and
its facilities.

It is on the basis of a pub-
lic-private partnership agree-
ment for a 30-year conces-
sion period.

The trio passed an earli-
er pre-qualification stage,
and was subsequently invit-
ed in February to submit a
proposal.

As at the submission
deadline on April 25, seven
out of 11 shortlisted consor-
tia submitted their propos-
al. They are mainly from Ja-
pan, the US and South Ko-
rea.

The winning group will
have to build a domestic
passenger terminal build-
ing that could accommo-
date about 4.5 million pas-
sengers a year, and carry
out airfield facilities con-
struction works on the
apron and taxiways.

It will also need to install
an advance baggage han-
dling system, and provide
other ancillary airport sup-
port systems such as car
parking facilities and an
emergency power station.

“The consortium be-
lieves that it has submitted
a strong and competitive
proposal,” Yongnam said.

The team has proposed
a rapid exit taxiway that
will allow the faster turna-
round of smaller aircraft,
as well as a new parallel
support taxiway to raise
runway capacity.

It also planned to set up
an aviation training acade-
my for airport personnel in
Myanmar.

If the deal goes through,
the firms will partner Myan-
mar’s Pac Link Trading to
form a joint venture.

Yongnam shares ended
trading yesterday half a
cent lower at 30 cents.

Traditionally
weakest quarter
reaps 16% growth
in net profit

Yongnam-led group
submits proposal for
Myanmar airport bid

Indo Agri net dives 72%
on low prices, high costs

‘As we bring in
more specialists to
the team, we’ll be
able to manage
more patients.’

– Dr Loo

Strong Q1 growth for
Raffles Medical
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