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A wary eye on property

Nazatul |znma

"TAIPING TEXTILES will always be in nmy heart,' confesses Arab- Ml aysi an
tai pan Tan Sri Azman Hashi m unabashedl y.

Such wistful sentiment is hardly startling, although it cones froma
seasoned, savvy businessman. After all, the purchase of Taiping Textiles
Bhd was a wat ershed nmanoeuvre for Azman. In essence, it marked his maiden
foray into the ruthless piranha-infested waters of entrepreneurship

“That was nmy first exposure to the corporate world. | bought Tai ping
Textiles in 1982 fromits Hong Kong owners. It was a drastic change. Prior
to that, | had been in Maybank, Bank Negara and |'d spent tinme setting up
my own accounting practice.'

But once ensconced at Tai ping Textiles, Azman didn't waste any tine
renodel | ing the conpany. One of his first actions was to change the
conpany's nanme to Arab- Mal aysi an Devel opment Bhd (AMDB). He al so
transfornmed 35-year-ol d Tai ping Textiles - which was floated in 1972,
making it one of Malaysia's oldest |isted conpanies - into a property
devel oper. Barely three years after his paradigmshifting purchase of the
textile conmpany, Aznan unveiled his | andmark headquarters in Jalan Raja
Chul an, a street that would soon be part of Kuala Lunpur's nost | usted-
after real estate.

" The opening of the Arab-Ml aysian building in 1985 is one of ny fondest
menories. |I'mvery nmuch attached to the building because | had a hand in
the design. And the prine mnister actually opened the building,'
rem ni sces Azman.

In fact, Datuk Seri Dr Mahathir Mhanmad's nane is recorded for posterity
in the guest book in Azman's spacious visitor's roomon the 26th floor of
the Arab-Mal aysi an building. Mahathir's is the first name. O her

| um nari es who have scrawl ed their John Hancocks in the visitors' book
include a smattering of significant politicians - Datuk Sabaruddin Chik
and Tok Mat anbng them - and | eggy Hol | ywood t hespi an Jane Seynour .

Rel ates Syed Anuar Syed Ali, the group public relations head of Arab-

Mal aysi an Merchant Bank, “Jane was here because she was supposed to star
in Keys to Freedom which was being part-financed by Arab- Ml aysi an. But
probl ens cropped up and the fil mnever saw the |ight of day.'

But the Arab-Mlaysian building isn't just an icon of Azman's 14-year
trek to the zenith of i mMmense weal th, fabul ous busi ness success and
intense public scrutiny. It's also a rem nder that Azman's path to
prosperity was lined with potential pitfalls. One of these was the
recessi on of 1985-1987. In fact, 1985 could be considered Azman's baptism
of fire.

"It was a tough period. The buil ding opened during the recession. 1'd
never been through a recession before,' remenbers the AVMDB chai r man

To woo hard-to-get tenants, Azman rented out office space for RML.50 per
square foot, a far cry fromthe current market price of RMb. 00 per square
foot. And he threw in sweeteners like three rent-free nonths to get
tenants to stay put.

After such del eterious years, AVDB has practically breezed t hrough the

| ast 10 years with flying colours. Earnings have escal ated steadily. For
the year ended March 31, 1997, pre-tax profits rose 13.4 per cent to
RV68.6 mllion fromRM60.5 milion previously. Earnings per share were 7.8
sen, giving a historic price earnings multiple of 14.1 tinmes at the
current share price of RML.10. O course, profits are still negligible



conpared with the RML billion plus raked in by Azman's financial fiefdom
t he Arab- Mal aysi an Banki ng Group (see acconpanyi ng stories).

But AMDB s glory days might just cone to a rude halt in 1998. According
to Azman, AMDB nay be poi sed on the threshold of consolidation. It m ght
even Wi tness a watered-down version of the 1985-1987 recession years.
“It's a tough tine now al so,' says Azman. "Right now, we're going into a
crisis period. We're still profitable, but our profitability is going to
be reduced."

Any sl ackening in profits for AVMDB will be due to a downslide in
property. Currently, AVMDB s broad property portfolio covers residenti al
conmercial, industrial, resort and hotel devel opment. For the 1997 fisca
year, property nmade up nmore than 50 per cent of AMDB' s pre-tax profits,
contributing about RW7.1 mllion. Azman predicts that this percentage may
drop to 30 per cent or 40 per cent due to the recent twin calanmties in
the currency and capital markets that broadsi ded the property sector.
Nevert hel ess, Azman says that the i npact on AMDB nay be cushi oned
because it has al nbst conpleted its existing order book. For instance,
big-ticket property projects like its Seri Duta Il condom niuns and the
Pant ai Panorama Condomi ni uns have al ready been conpeted and fully sol d.
Industrial projects like the first three phases of the 634-acre Arab-

Mal aysi an Industrial Park in Nilai, Negeri Senbilan are fully sold.
Conmrerci al projects are also in progress. The Serenban City Centre

Busi ness Conplex is primed for conpletion by April 1998 while AMDB' s tw n
tower office building in Konpl eks Damai shoul d kick off in the fourth
quarter of 1997.

For prudence's sake, AMDB will also let its existing | andbanks |ie
fallow i nstead of devel opi ng themand running the risk of not being able
to hive off its projects in a softening property market. But econom c
crises nay not be AVMDB s only chall enge.

It also faces a potential internal threat in the formof |isted Goh Ban
Huat (GBH), which is being taken over by Arab-Ml aysian Corporation Bhd
(Antorp). Under an exercise proposed in Cctober |ast year, Antorp is

i njecting assorted assets including four property conpani es and 119 ha of
Perak | and into the ceram c ware nmanufacturer. Antorp would then end up
with between 27.65 million and 28.15 million GBH shares at RVb per share.
However, Antorp officials have requested that the price be revised to RV
per share owing to declining market conditions. The end result of the
exerci se - GBH becones Antorp's second property arm

How does Azman expl ain such duplication? “I1t's possible that GBH wi ||
becone anot her property armfor Ancorp. But it will be nore focused on
property devel opnent, whereas AMDB is nore diversified.'

To conpensate for the predicted shortfall in property earnings, AVDB nay
have to bank on infrastructure and utilities. Currently, AMDB hol ds stakes
in three associ ate conpani es - 22 per cent in independent power producer
Powert ek Bhd, 20 per cent in toll-collector Kesas Hol di ngs Bhd which
mai nt ai ns the Shah Al am Expressway, and 25 per cent in waste treatnent
conpany Kualiti Al am Sdn Bhd.

For fiscal 1997, the infrastructure and utilities division brought in
some RMR7 nmillion in pre-tax profits. On a snmaller scale, AVMDB al so has a
heal thy financial sideline in the formof AMDB Factoring Sdn Bhd and 50
per cent-owned Sogel ease (M Sdn Bhd, which brought in RM.9 mllion pre-
tax profit for 1997.

Apart fromits core businesses, AVDB still retains a remmant of its past
via its textile operations in Taiping, Perak. However, Azman denies that
he keeps the textile division open for purely sentinental reasons.

“It's a very big operation. But it's going through a rough tinme now At
one tinme, textiles enployed over 2,000 workers. But now, there are only



over 1,000 people left."'
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