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TA gets aggressive In property sector

| BY GAN YEN KUAN |

s global stock markets tumbled in
2H2008, TA Enterprise Bhd seems
to have become more aggressive in
growing its property business, an ef-
fort that may help mitigate the fall of
earnings in its stockbroking business.

Just three months after TA announced
plans to acquire Coast Whistler Hotel in
British Columbia, Canada, for C$33 million
(RM107 million) cash, it entered into anoth-
er agreement in mid-December to buy The
Westin Melbourne in Australia for A$160
million (RM389.12 million).

Where there is a crisis, there are opportuni-
ties. “The current economic downturn presents
many great opportunities to acquire assets,”
TA’s deputy CEO Tiah Joo Kim tells The Edge.
“The savvy investor knows that the best time
to buy is when the market is down and not
when it is on an up-trend.”

“I won’t call it a shopping spree, but yes
we are on the lookout for undervalued or
distressed assets,” he adds.

According to news reports by some Aus-
tralian media, the sale of The Westin Mel-
bourne had been hotly contested by invest-
ment groups from the Middle East, Asia and
the US, and that TA’s offer price was consid-
ered very strong, in view of the current eco-
nomic uncertainties.

But has TA offered more than what it
should? Is the price tag fair?

Valuation is something that is subjective,
says Tiah, who believes that the company
has made a fair offer.

“My personal opinion is that there is no
such thing as a true fair value as valuations
are either influenced by assumptions or in-
tangible premiums or discounts that aren’t
accounted for and are very subjective and
debatable.

“... when you invest, you base your deci-

sion at a certain level where you think there
is good value and you believe in the fun-
damental long-term outlook of your invest-
ment,” he says.

According to valuer Jones Lang LaSalle,
the market value of The Westin Melbourne
was A$137.41 million as at June 30, while
the business brought in a net operating in-
come of A$13.35 million for the 12-month
period ended July 31, 2008.

Based on the 12-month (August 2007 to
July 2008) Ebitda of A$12.2 million, the pur-
chase price of A$160 million equates to a
yield of 7.6%, says Tiah, adding, “We be-
lieve that this is a fair value, or else we would
not be making this acquisition.”

In addition, the sharp depreciation of the
Australian dollar against the ringgit has ena-
bled TA to buy the property at a cheaper price
than what it would have been when the Aussie
currency was strong a few months ago.

“... the Australian dollar has dropped
to levels that we have not seen since 2003.
The extent and swiftness of this fall have
not been seen since the Asian financial cri-
sis in 1997,” says Tiah.

“The iconic structure, strategic location
and the well-established hotel flag made the
decision very easy for us. You must also un-
derstand that these iconic types of invest-
ment are very tightly held. Opportunities
like these do not come very often and we
were very sure and focused when we made
this decision (to acquire The Westin Mel-
bourne),” he adds.

The Westin Melbourne is strategically lo-
cated within the heart of Melbourne’s cen-
tral business district and is easily one of the
best performing hotels in Melbourne in terms
of both occupancy and average room rates.
TA’s other hotel in Australia is the five-star
Radisson Plaza Hotel in Sydney.

On financing, Tiah says the company is
securing a loan and a few banks have ex-
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pressed interest in funding the proposed ac-
quisition of The Westin Melbourne. TA in-
tends to borrow A$60 million to partly fund
the purchase.

Unlike the Coast Whistler Hotel, which
is being acquired directly by TA’s soon-to-
be listed property investment arm TA Glo-
bal Bhd, The Westin Melbourne is being
acquired by TA’s newly established whol-
ly-owned subsidiaries TA Covenant Ltd and
Ascents Hotel Pty Ltd.

Tiah says the company has not made a
decision on whether The Westin Melbourne
will be injected into TA Global post-list-
ing. TA received approval from the Securi-
ties Commission in November for the list-

ing of TA Global. It has until May this year
to list the unit.

The company had in November said it tar-
geted to list TA Global by 1Q2009 but Tiah
says it may delay the listing if necessary. “In
the event we do have to delay the initial pub-
lic offering (IPO) due to whatever reasons, we
can always apply for an extension.”

He says TA is talking to underwriters for
the placement of TA Global shares. Although
the market condition appears unfavourable
for an IPO, Tiah says it is exploring the best
way to structure the IPO that will enable the
market “to absorb the listing”.

For the first nine months of FY2008 ended
Oct 31, the property business has overtaken
stockbroking as the largest earnings contrib-
utor to the group, compared with a year ear-
lier. Its property development segment saw a
whopping 177 % year-on-year increase in op-
erating profit to RM125.23 million.

While the operating profits of the property
investment and hotel operations fell 26.6 %
and 9.3 %, respectively, to RM13.23 million
and RM14.37 million, both the declines were
not as steep as the 74.8% fall in the stock-
broking division’s operating profit.

On the face of it, TA is forking out A$160
million for an investment that yields 7.6 %,
which is not too bad a deal. But going for-
ward, what TA plans to do with its overseas
assets is something that would be watched
by investors of this stock broker-cum- prop-
erty developer.

At end-October, TA had cash of RM400.55
million, while its total borrowings stood at
RM117.71 million. If the company borrows
A$60 million and uses its cash reserves to pay
the remaining A$100 million (which equates
to some RM240 million) for The Westin Mel-
bourne, it would still have some RM160 mil-
lion in its kitty. With such a cash position,
the company is certainly in a comfortable
position to acquire more assets. a



