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More surprises may be in the offing for Phileo

Lee Siew Lian

MARKET observers are reserving judgenent on Phileo Al lied Bhd' s unexpect ed
pur chase of Pos Mal aysi a Bhd, reacting to specul ati on that nore surprises
may be in the offing for the high-profile conmpany.

The abrupt shift in the conpany's direction |ast week has nmade i ndustry
observers wary, foll owi ng so soon on a sudden change in Phileo' s ultimte
owners in late April.

At the same tine, market players believe other strategic investors wll
cone on board in the future which could reduce the clout of Pantai
Hol di ngs Bhd and Avenue Assets Bhd, Phileo's ultimate and i medi ate
hol di ng conpani es respectively.

Market talk has it that the country's | argest fund nanager, Pernodal an
Nasi onal Bhd (PNB), nay eventual |y energe with a substantial interest in
Phil eo, givenits previous investnent in Pos Mal aysia. Until |ast year,
PNB owned 40 per cent of Pos Ml aysi a.

"Things are so fluid at Phileo that it wouldn't be surprising anynore if
PNB does turn up," said a local institutional dealer

"Pos Mal aysia's a real gemin the rough. But the nmarket is waiting to
see what will happen next.

"Events invol ving Phil eo have been unpredictabl e over the | ast few
nonths to say the | east, and i nvestors may not be confortable until they
know what they are getting into," said another institutional dealer
Phil eo shares | ost 5 sen to RML. 79 yest er day.

Only a nonth ago, busi nessman Dat uk Mokhzani Mahat hir puzzl ed the
Mal aysi an corporate world when he suddenly left the hel mof Pantai,

t hrough which he indirectly controlled Phileo.

Mokhzani, a son of Prine Mnister Datuk Seri Dr Mahathir Mhamad, cited
"unfounded" criticismfromhis father's political opponents as the main
reason for | eaving.

Earlier this year, plans to sell Phileo were bl ocked by a controversi al
condi tion which the Securities Conm ssion (SC) i nposed as part of its
approval for Phileo s sale of its bank to Mal ayan Banki ng Bhd.

Under the regulator’'s requirenents, "certain" substantial sharehol ders
of Phileo must get prior approval before they are allowed to sell their
Phi | eo shares.

Thi s conditi on was wi dely understood to apply to Avenue Assets, which
apparently scuttled plans to sell Phileo to Hong Kong-based Mal aysi an
busi nessman, Lee M ng Tee.

Anal ysts believe this is partly why Mkhzani decided to sell his
controlling stake to little-known Datuk Li mTong Yong, the founder of
soapmaker Paos Hol di ngs Bhd, for just RM6O million.

Then | ast Thursday, Phileo said it is buying all of Pos Ml aysia from
t he Government for RMBOO million, of which RVWb50 million will be paidin
cash.

Mbst observers agree that Phileo is buying Pos Ml aysi a cheap.

Wth nore than RV6 billion flowi ng through its coffers every year, and a
| arge cash hoard, Phileo is getting one of the fewremaining lucrative
privatizations, they added

Anal ysts said Phileo is getting Pos Mal aysia "very cheap" if the cash
hoard comes intact. According to Pos Mal aysia's accounts, its fixed and
short-termdeposits have averaged al nost RMA70 nillion between 1996 and
1999.



If that cash stays in the national postal service's pockets, Phileo will
effectively pay only RM330 million for a huge network of 624 post offices
and mini-post offices around the country and a nonopoly over stanp sal es
and mail delivery.

It al so gets an enornmous streamof cash, which consists of bill and rate
payrments and | i cence renewal s made at Pos Mal aysi a’s counters. Cash
receipts totalled RV6.8 billion | ast year and RM7. 4 billion the year
bef ore. Pos Mal aysi a' s 2000 cashfl ow st at enent and bal ance sheet were not
avai | abl e.

Phil eo i s payi ng about 15 tines Pos Mal aysi a's historical 2000 ear ni ngs
of 54 sen a share, but its strong cashflow may put its val ue much higher

Anal ysts bel i eve Pos Mal aysia could easily use its cashflow as a
springboard to of fer financial services.

"Wth a nmoney-lending |licence, it could becone a huge finance comnpany.
Its network woul d be hard to beat," said a financial consultant.

"That makes it a steal for Phileo, although taxpayers who have been
fundi ng the postal systemfor years may not see it that way," said a |l oca
anal yst.

Much needs to be done, however, before the full val ue of Pos Mal aysi a's
assets can be unl ocked, other anal ysts point out.

"The i nvestment needed may be in the order of RML billion, naybe nore.
It's hard to say, but that could be why the price is so |ow, " said anot her
| ocal anal yst.
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