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Key Stock Statistics 2011 2012F 
EPS (est.) 11.5 11.3 
P/E (est.) 6.0 6.1 
Dividend/Share - 
NTA/Share (RM) 0.51 
Book Value/Share (RM) 0.51 
Issued Capital (mil shares) 400.0 
52-weeks Share Price Range 0.68-0.885 
 
Per Share Data 2009 2010 2011 2012F 
Book Value (sen) 12.6 17.4 45.0 51.3 
Cash Flow (sen) (0.76) 0.4 2.6 3.0 
Earnings (sen) 3.3 4.8 11.5 11.3 
Dividend (sen) - - - - 
Payout Ratio - - - - 
PER (x) 20.8 14.2 6.0 6.1 
P/Cash Flow (x) - 171.3 26.3 22.8 
P/Book Value (x) 5.4 4.0 1.5 1.3 
Dividend Yield (%) - - - - 
ROE (%) 30.5 32.1 25.4 25.0 
Net Gearing (%) 40.0 35.0 1.3 1.0 
 
P&L Analysis (RM mil) 2009 2010 2011* 2012F 
Revenue 91.4 123.2 172.4 210.5 
Operating Profit 19.6 24.6 42.7 50.0 
Depreciation 1.8 3.1 3.8 4.5 
Interest Expenses 0.5 2.5 2.4 2.5 
Pre-tax Profit 19.2 22.6 40.3 47.5 
Effective Tax Rate (%) 30.7 14.6 (13.6) 5.0 
Net Profit 13.3 19.3 45.8 45.1 
Operating Margin 21.4 20.0 24.7 23.8 
Pre-tax Margin 21.0 18.3 23.4 22.6 
Net-Margin 14.6 15.7 26.6 21.4 
* annualised     

1. Investment Highlights/Summary 
 
 
 Sentoria Group Bhd (SGB) is involved in 

two main activities (i) property development 
and (ii) leisure & hospitality. Based in the 
state of Pahang, SGB is helmed by an 
experienced team of property developers 
with over 40 years combined experience. 
SGB is positioned for further growth 
through (i) expansion of its leisure & 
hospitality division (ii) sustained launching 
of new property developments and (iii) 
expansion into other states. 

 
 An integrated construction and development 

group, SGB enjoys economies of scale, 
faster project turnaround and internal quality 
control which translates into competitive 
pricing, strong local branding and healthy 
margins.  

 
 Long-term growth potential lies in Bukit 

Gambang Resort City (BGRC), riding on its 
master-plan which envisaged 2 mil visitors 
upon full completion by 2020 which will 
create a strong cash-flow stream. With the 
experience in BGRC, there is also the 
possibility of SGB developing such resort in 
other suitable locations in the country.  

 
 At 68.5 sen, SGB is trading below our fair 

value of 89 sen which implies a potential 
30% appreciation. BUY.  
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2. Company Overview 
 
History 
 
i. Property development 
 
SGB started as a property developer in 2001 through a joint-venture to develop 16.1 acres of land 
comprising 219 units of low to medium cost residential houses and 11 units of shop-houses. Thereafter, 
SGB entered into more joint-ventures involving bigger land sized of 100 acres and 246 acres with other 
land owners to develop mixed development. To date, SGB had completed and sold more than 4,000 
units of houses around Kuantan town.   
 
SGB made its debut on the Main Market of Bursa Malaysia in February 2012. According to its listing 
prospectus, 3,546 units of new housing units were launched in the state of Pahang in FY2010, out of 
which 907 units were from SGB. A total 2,080 units were sold and SGB sold 504 units which translated 
into a market share of 24.2%. SGB’s main focus is in Pahang but has the intention to diversify to other 
states given the right opportunity and partner. 
 
Being an integrated group with construction and development capabilities, it also enjoys lower 
production costs derived from economies of scale and shorter construction period as well as more 
control over the quality of its development products. 
 
ii. Leisure and hospitality 
 
It started its diversification into resort city development in 2002 with the acquisition of 117 acres 
freehold land in Gambang, Pahang. In 2007, the land area was extended by another 430 acres through 
land alienation by Perbadanan Setiausaha Kerajaan Negeri Pahang in pursuant of a privatisation 
agreement. Construction of its first theme park in BGRC, the Bukit Gambang Water Park began in 2007 
and commenced operations in July 2009, charging adults RM21.90 and children RM14.90. Over the 
past two years, the water park had chalked up strong attendance records, drawing over 520,000 visitors 
each year in FYE2010 and FYE2011. Average revenue per visitor rose from RM27 in FY2010 to RM32 
in FY2011. In addition to the water park, BGRC also comprises resort suites, residential developments 
and a MICE centre which is one of the largest facilities in Malaysia. Located just 35 km from Kuantan 
and 218 km from Kuala Lumpur, the venue has been a hit for corporate events, especially amongst the 
civil service.   
 
Corporate structure 
 

 
Source : Listing Prospectus 
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Revenue and operating profit breakdown 
 
Property development accounts for 70% of total earnings while leisure and hospitality contributes the 
other 30%.  SGB aims to achieve a 50:50 mix of property development and leisure & hospitality 
earnings by 2020 through adding more attractions at its theme park operation, and the focus on 
increasing the average revenue per visitor.  
 
An innovative property developer  
 
i. Asset-light balance sheet and fast construction method 
 
SGB operates with an asset light balance sheet as it does not buy and hold massive land-banks, but 
prefers joint-ventures with land owners and also adopts a fast turnaround for its projects. Using the 
integrated building system (IBS) to build houses, it is able to complete its houses ahead of schedule, 
under 2 years. IBS is a system where moulds are assembled to construct the main frames and inner 
walls with concrete and the moulds are then disassembled for further usage. Due to the lower 
construction costs compared to the traditional brick houses, SGB’s house prices are some 15-20% lower 
than its competitors in Pahang, giving it a competitive edge. 
 
ii. Strong presence around Kuantan 
 
Due to its solid track record, SGB has been able to sell all of its properties without much promotional 
activities and its new project in Bukit Rangin, Kuantan is already fully booked despite being still at the 
land clearing stage. The 474 units project, comprising single-storey houses are priced attractively at 
around RM118,000, is due for completion by 2014. 
 
Its strong local branding also put it in good light amongst landowners seeking partners for land 
development which enhance its future prospects. This attribute has enable SGB to operate on a light 
balance sheet with less land holding costs and to capitalise on new opportunities. 
 
Hence, SGB is able to carve a niche for itself in the Kuantan property market, catering to the lower to 
middle income group with its very competitive pricing and affordable quality. 
 
iii. Create value from less favourable land 
 
Another innovation is its ability to create value from less strategic lands such as (i) transforming peat 
lands into a township (Taman Indera Sempurna I and II) and (ii) a secondary jungle land  into BGRC 
which now acts as the development catalyst for the area. This in turns create further value for its 
undeveloped land in the area in terms of capital appreciation and recurring revenue for its leisure and 
hospitality division on gradual population growth. 
 
Hot on the heels of its success in Caribbean Bay Resort, the Arabian Bay Resort (ABR) is nearing 
completion and almost sold out, with sale and leaseback arrangement (3-year with option to renew 
another 2-year) giving guaranteed lease of between RM680-1,000 per month. 
 
It is also undertaking a RM735 mil gross-development-value project, known as Global Heritage within 
BGRC, to develop up to 1,070 units of themed resort villas and a five-star, 273-suite boutique hotel 
over 46.134ha. The resort villas, to be sold on a sale-and-lease back option, would feature distinctive 
architectural designs based on international themes of major cities. 
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Expanding its leisure & hospitality division  
 
SGB’s foray into the leisure & hospitality was very positive with the water theme park registering 
strong attendance within one year, hitting the 500,000 per annum mark which is sustained until now. 
The leisure & hospitality division commenced operations in the second half of 2009 with the opening of 
Sempurna Resort and Bukit Gambang Resort comprising Bukit Gambang Water Park, Caribbean Bay, 
Active Academy, MICE and functions venues. Currently, there are 4 zones in the Bukit Gambang 
Water Park such as Coco Beach, Penguin Island, Tree Top Hill Slides and Corporate Function areas. It 
also includes the necessary prerequisites such as F & B outlets, Wi-Fi zones and locker facilities, and it 
is also the first Malaysian theme park to fully use e-value system for cashless transactions.   
 
Its Arabian Bay Resort which is being built next to Caribbean Bay Resort is expected to be fully 
operational by the third quarter of this year, will add 546 rooms to BGRC, raising the total number of 
rooms to 1,868, complemented by a large ballroom with a 3,050 pax capacity and 6 major banquet 
halls. As to-date, the suites are almost fully sold, testament to its solid brand name in the area.   
 
Enhancing overall revenue and revenue per visitor 
 
A two-prong strategy is employed to grow its earnings namely (i) increasing the average revenue per 
visitors on top of the entrance fee on food & beverage, equipments and cabana rentals in the water park 
and (ii) adding new theme parks to increase revenue from ticket sales and new ancillary spending. SGB 
will gradually add new attractions as shown above to avoid heavy financial costs by ploughing back 
cash-flows into the new additions. The long-term target is to complete the Marine Park (Aquarium 
Park) and Adventure Land by 2020 and by then it is estimated that the revenue breakdown between 
property development and leisure & hospitality will be 50:50.   
 
Theme park expansion plans 
 

 
Source : Company 
 
 The new 88.2 acre Safari Park is currently under construction and will enhance the attractiveness of 

the overall park to complement the existing water park. Zone 1 and 2 which comprises Night Jungle 
and Foreign Village is expected to be completed by the end of this year to enhance the 
attractiveness of the overall park. Another 5 zones are targeted over the longer-term as shown in the 
plan below (Zones 3-7). 
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                              Source : Company 

 
3. Management and Board 

 
Dato’ Chan Kong San is co-founder and Joint Managing Director (23 May 2011) holds a degree in Civil 
Engineering from University of Texas at Arlington, US and had worked for various US consulting 
companies before returning home in 1990 to join a local consulting company and thereafter various 
property developers before co-founding SGB in 1999.  
 
Dato’ Gan Kim Leong who obtained his Bachelor of Engineering in 1987 and Master of Business 
Administration in 1993 from University Malaya worked in various property development and 
construction companies before co-founding SGB in 1999. He was appointed a director in 1 Sep 1999 
and re-designated as Joint Managing Director on 23 May 2011.  

 
4. Financial Review 

 
 

Financial Statistic (RM mil)
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PBT margins (%)
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                   * - annualised 
 
As shown above, both revenue and earnings are on the uptrend while margins averaged around 21% 
from FY08 to FY11. Note that margins declined in FY09 and FY10 as SGB started its leisure and 
hospitality division which dragged profitability due to starting and teething costs. However, the 
margins had since rebounded as economies of scale kicked in and average revenue per visitor 
increased from RM27 in FY10 to RM32 in FY11.  
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Revenue contributions from leisure & hospitality stands around 30% with almost similar percentage 
earnings contributions, and it is SGB’s vision to equalise contribution from these two divisions through 
actively expanding its leisure & hospitality operations within BGRC, whilst sustaining steady growth  
in property development.  
 
Net gearing is low, estimated at 1.3% after its IPO exercise early this year and is expected to stay 
negligible due to its policy of maintaining an asset-light balance sheet. Returns on equity from FY08 to 
FY10 were 47.3%, 30.5% and 32.1% respectively.  
 
We noted that the taxation rate for its leisure and hospitality division was minimised by the availability 
of additional deferred tax asset of RM12.6 mil which lowered the overall tax rate in FY11 and 
understand that its new theme park will enjoy similar benefits under the ECER scheme. It also received 
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a government grant of RM6.88 mil for infrastructure works related to the Arabian Bay Resort and Safari 
Park.  
 

5. Industry Overview 
 
Property development 
 
Tighter financing rules and mismatch of income hikes and house prices increase had led to lower 
activities in the property market. As a result, property loan approvals in the month of Mar 2012 declined 
4%, yoy as both banks and buyers held back due to emerging uncertainties, especially in the higher-end 
market. With lower financing available, the shift in demand to more affordable houses may benefit 
SGB’s property development which had been a stable performer, contributing around RM80 mil 
revenue per annum from FY2008 to FY2010, a period which straddle the US sub-prime financial crisis. 
Buyers of SGB’s houses are less dependent on commercial loans as most of its buyers are civil servants 
with their own financing arrangements. We also reckon that its geographical location is less susceptible 
to the risk of slowdown compared to the usual hot-spots in the Klang Valley, Penang and Johor which 
may be more speculative in nature. More importantly, SGB sell its houses at affordable pricing of 
between RM35,000 to RM130,000 and is priced for the average civil servant earning around RM1,500 
per month which is its market niche.  
 
Leisure & Hospitality 
 
According to an independent research in the listing prospectus, the theme park industry in Malaysia is 
estimated to worth RM350 mil in FY2010 with 7 mil visitors. The upcoming Legoland in the Iskandar 
region will pose some competition to BGRC, especially in southern Malaysia and Singapore markets 
due to the proximity and the hype of being the country’s first international theme park. However, the 
steeper entrance fee of RM140 and RM110 for adults and children respectively may act as a deterrent 
though for the lower income group which may opt for lower cost entertainment venue like BGRC. In 
addition to the soon-to-be completed Safari Park Zone 1 and 2, new attractions are being planned over 
the long-term to enhance park attendances and average revenue per visitor.  
 
The lack of other tourist attractions in the vicinity of BGRC in order to create a critical tourist magnet 
means that it has to expand further its theme park attractions and facilities and it is going forward in the 
right direction as explained earlier. Over time, as the Global Heritage Village, Safari Park, Marine Park 
and Adventure Land are being gradually completed, BGRC will be able to market to the higher-end and 
international market and grow its visitor numbers more aggressively.  
 

6. Competitive Analysis 
 

Comparative 
Valuation 

SGB KSL Glomac YNH 

Share Price (RM) @ 
15/5/12 

0.75 1.36 0.80 1.95 

Mkt. Cap (RM mil) 282.0 531.2 478.0 799.0 
Ave. Daily Vol. (mil)     
P/E FY12 (x) 6.2 5.0 4.6 7.8 
P/NTA 1.3 0.6 0.7 0.6 
Yield (%) - 3.7 7.0 3.5 

 
Based on the selective universe of property stocks (excluding SGB), the PER valuation ranges from 
4.6x to 7.8x and P/NTA ratio of below 1.0 versus SGB’s 6.2x and 1.3x respectively. However, SGB 
with its asset-light balance sheet derives a superior ROE of 25% compared to between 15-20%. Due to 
its leisure and hospitality element, there is no direct comparison for SGB, and the above is at best an 
approximate yardstick. As for dividend, SGB is unlikely to made huge payout due to its investment 
commitment in growing BGRC over the medium-term.   



 
 
 

Page 8 of 11 

net research
 
Share Price Charts (RM) 
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7. Earnings Outlook 
 

A slowdown in the property market is not likely to hit SGB in a material manner due to its niche 
geographical exposure, smallish market size and affordable market segment, catering mainly for 
government servants. Subsequent launching of the Arabian Bay Resort within BGRC has seen strong 
take-up rate of almost 100% due to the success of Caribbean Bay Resort. Increase in accommodation 
units is matched with corresponding expansion in theme park attractions and MICE facilities to ensure 
healthy occupancy growth. Hence, its property development is seen as its earnings bedrock which had 
proved resilient during the US sub-prime financial crisis in FY09 and FY10. 
 
Its leisure and hospitality division led by Caribbean Bay Resort and a water theme park will soon be 
expanded with the Safari Park Zone 1 and 2 and the Arabian Bay Resort which will further raise its 
profile among local and foreign tourists. Being an affordable family-oriented holiday attraction and also 
an ideal venue for MICE activities, BGRC is likely to maintain its leading position in Pahang and its 
vicinity. Over the longer-term, the addition of more attractions such as the Marine Park and Adventure 
Land as well as the construction of higher-end Global Heritage accommodations will create more value 
in terms of revenue and visitor numbers.   
 
Upcoming project over the next 3 years 

 

 
Source : Company 
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Future Projects 
 

 
Source : Company 
 

Total GDV of projects to be launched over the next eight years is estimated at RM1.48 bil, with 
RM541.7 mil targeted over the next three years as shown in the tables above.  

 
8. Dividend Policy 

 
GSB does not have a dividend policy but it is the directors’ policy to allow shareholders to participate 
in the profits as well as leaving adequate reserves for the future growth of the group. Nevertheless, we 
believe that its current expansionary path will requires ploughing back of earnings which limits its 
ability to pay out hefty dividends at least for the next two to three years.  
 

9. Balance Sheet 
 

Balance Sheet and Other 
Financial Data (RM mil) 

FY2009 FY2010 FY2011 FY2012 

Total Assets 149.4 171.7 275.3 305.3 
Fixed Assets 88.5 108.2 195.3 220.0 
Current Asset  60.9 63.5 80.0 85.3 
     
Current Liabilities 76.5 82.8 75.0 80.0 
LT Liabilities 22.2 18.9 20.0 20.0 
Shareholders Funds 50.7 70.0 180.3 205.3 
Equity & Liabilities 149.4 171.7 275.3 305.3 

 
 

10. Valuation  
 
The average prospective PER of the property development industry is around 5 times and while there is 
no similar comparison for the leisure and hospitality division, we reckon a PER of 15x is fair given its 
strong growth potential upon completion of Arabian Bay Resort and Safari Park which will fuel 
earnings. Using a blended approach, we value SGB based on its earning mix of 70% from property 
development and 30% from leisure & hospitality which gives a blended prospective PER of 8x and a 
fair value of 89.0 sen per share. 
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11. Concerns 

 
i. Emerging competition in theme park industry - Legoland Malaysia in the Iskandar Region in 
Johor Bahru is opening at the end of this year and will pose a challenge to BGRC but competitive 
pricing will help BGRC to maintain its business.  
 
ii. Lack of geographical diversification - SGB is dependent on the property market in Pahang 
although it recently launched the Fasa Bunga Raya development in Pajam in April 2011 and is seeking 
suitable opportunities in other states.  
 
iii. Adverse publicity from anti-Lynas movement - The much publicized anti-Lynas movement is a 
concern as the proposed rare earth processing plant will deal with radio-active materials. However, the 
site is situated some 50 km away from its resort city and property projects and the planned 
transportation route of the raw, processed and waste materials does not pass through its projects and 
resort. 
 

12. Recommendation 
 
SGB was listed at an IPO price of 85.0 sen. The stock has since retraced 13% to current levels, 
undermined by weaker market conditions, and a lack of track record as a listed entity. 
 
We believe that the investment merit of SGB is its solid earning base in property development in a 
niche market, complemented by a growing leisure and hospitality division which will create a group 
cash-cow going forward based on it master plan. Earnings growth in the leisure and hospitality will be 
driven by expansion in visitor numbers as more attractions are added and increase in average revenue 
per visitor as well as growth in its accommodation units. We initiate our coverage of SGB with a BUY 
recommendation as it implied a potential capital appreciation of 30.0% based on our valuation of 89.0 
sen per share.
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Disclosures/Disclaimer 
 
Investment ratings: 
Buy (generally >10% upside over the next 12 months) 
Hold (generally negative 10% downside to positive 10% upside over the next 12 months) 
Sell (generally >10% downside over the next 12 months) 
 
This report has been prepared by Netresearch-Asia Sdn Bhd for purposes of CMDF-Bursa Research Scheme 
(“CBRS”) III, administered by Bursa Malaysia Berhad (“Administrator”) and has been compensated to undertake 
the scheme. Netresearch-Asia Sdn Bhd has produced this report independent of any influence from the 
Administrator or the subject company. For more information about CBRS and other research reports, please visit 
Bursa Malaysia’s website at:  
http://www.bursamalaysia.com/website/bm/listed_companies/cmdf_bursa_research_scheme/eResearch.jsp 
 
The information and opinion in this document has been obtained from various sources believed to be reliable. This 
publication is for information purpose only, and must not be relied upon as authoritative or taken in substitution 
for the exercise of judgment. This document is not to be construed as an offer or a solicitation of an offer to buy or 
sell any securities. Opinions expressed in this publication are subject to change without notice and any 
recommendation herein does not have regard to the specific investment objectives, financial situation and the 
particular needs of any specific addressee. No representation, express or implied, is made with respect to the 
accuracy, completeness or reliability of the information or opinions in this publication. Accordingly, neither we 
nor any of our affiliates nor persons related to us accept any liability whatsoever for any direct, indirect or 
consequential losses (including loss and profit) or damages that may arise from the use of information or opinions 
in this publication. 
 
Netresearch-Asia Sdn Bhd and its related companies, their associates, directors, connected parties and/or 
employees may own or have positions in any securities mentioned herein or any securities related thereto and may 
from time to time add or dispose of or may materially be interested in any such securities. Netresearch-Asia Sdn 
Bhd and its related companies may from time to time perform advisory, investment, communications or other 
services for, or solicit such advisory, investment, communications or other services from any entity mentioned in 
this report. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, 
may give rise to real or potential conflicts of interest.  
 
 
 


