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HELP — grossly undervalued

and expanding aggressively

AST week, we took a look
at HELP International
Corp’s (RM1.50) recent
‘third-quarter (3Q)FY Oc-
tober 2009 (3Q09) results,
which saw growth mo-
mentum accelerating further. To-
day, we take a look at the education
company’s expansion plans and
underlying asset valuations.

HELP has consistently delivered
double-digit earnings growth over
the last few years, even during the
recession. Indeed, its earnings have
grown over 20% per year since 2006,
and remain on track this year.

For FY October 2009, we expectnet
profit to rise 21.1% to RM14.3 million,
or 16.1 sen per share. At RM1.50, the
stock s trading at only 9.3 times FY09
earnings, and 8.5 times FY2010.

These valuations are very attrac-
tive for a company with strong and
yet defensive, recession-proof earn-
ings — and a solid brand name. Its
underlying price-to-earnings (P/E) is
much lower if we subtract the sizeable
cash reserves, although much will be
invested in the new campus.

HELP has a very strong balance
sheet. Net cash stood at RM72.4 mil-
lion in July 2009, as compared with
a market capitalisation of RM133.2
million. This translates into a signifi-
cant 82 sen per share — or 55% of the
current share price of RM1.50.

Strong, understated

balance sheet

HELP’s present net trading asset
(NTA) of RM1.02 per share is also
severely understated.

The company’s main property as-
set is Wisma HELP, an 11-storey build-
ingin the prime Damansara Heights
suburb of Kuala Lumpur. The 29-year
old building has 269,086 sq ft of built-
up space on 43,292 sq ft of freehold
land. This property is carried in its
books at only RM32 million — or just
RM119 psf for the built-up space.

Although the building is relatively
old at 29 years, the valuation is far
too low compared with current mar-
ket prices of RM520-750 psf in the
wider Damansara Heights, Bangsar
and Mont’Kiara areas, as well as cur-

rent replacement costs.

As a comparison, an even older
nearby building, the 37-year old Wis-
ma Damansara was sold last year by
HELP’s parent, Selangor Properties,
to a joint venture between Selangor
Properties and E&O Property Devt for
RM371 psf (the venture was later un-
wound due to the financial crisis).

1If we place a conservative value
of RM350 psf for Wisma HELP, we
would arrive at a value of RM94.2

million for the building. Thus, the
value of the building and cash alone
would total RM168.8 million — or
RM1.90 per share, or 27% above the
current share price.

Thisimplies — at the current share
price — investors are getting HELP’s
other assets, including the underly-
ingbusiness, valuable franchises and
strong branding built up for over 20
years, for effectively free.

Solid branding
HELP's strong branding has helped to
expand its student population base,
extend its presence overseas and in-
crease the appeal of its own home-
grown degrees awarded under the
“HELP University College” banner.
From just 8,600 students in Oc-
tober 2007, HELP now has about
11,500 students, including 1,500
from HELP-ICT. This excludes over
1,000 students studying for HELP
accredited courses overseas in Viet-
nam, Indonesia and China through
franchising arrangements. -
The company has been growing

its student base through acquisitions
and new branch campuses; organic
growth and overseas tie-ups that are
now featuring more strongly.

Fraser KL campus to open
in early 2010
InNovember 2007, HELP acquired the
loss-making HELP-ICT (the former
Sepang Institute of Technology), giv--
ing it various new courses and a stu-
dent base of about 1,500 students.
We understand the institute will
be relocated to the new Fraser Busi-
ness Park campus in downtown Kuala
Lumpuy, inline with branding the new

campus as a hub for vocational cours-
es. This will also increase economies
of scale at the new city campus. -
The campus at Fraser Business
Parkwill open in January 2010. HELP
will lease space in the business cen-
tre, which can accommodate up to
5,000 students. It will cater largely
for post-graduate, technical and vo-
cational courses, including a wide
range of new courses such as culi-
nary, hospitality, performing arts,
physiotherapy and others.

Subang campus to anchor
longer-term gro

Further out, the longer-term expansion
plans will centre on the Subang 2 cam-
pus in Sungei Buloh. Located on 23.3
acres, the land was acquired for just
RM20 psf, or RM20.3 million, which
is being finalised. The entire campus
is expected to cost around RM100 mil-
lion, including land cost. HELP hopes
to start building next year.

The first phase, with 300,000 sq ft of
built-up space will cost RM50 million,
excluding land cost. This can be eas-
ily funded through annual cash flows,
although it will take advantage of the
current low interest rate regime. The
full-fledged campus will support its
application for full university status.

HELP’s home-grown degrees,
granted under the HELP University
College brandname are also gain-
ing popularity — not justlocally but
abroad as well. The company was
awarded “University College” status
in 2004, enabling it to design and
award its own degrees. The shift to-
wards more home-grown degrees has
helped improve overall margins.

Overseas ventures
faring well
HELP’s overseas ventures in Vietnam,
Indonesia, China and Saudi Arabia
are also taking off well. Its ability to
penetrate the international market is
a strong testimony to its brand.

The overseas ventures involve a
“franchise” or “twinning” like ar-

rangements with low risks and entry
costs, but high international visibility
and earnings potential. HELP pro-
vides software, syllabus, training,
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technical and academic support,
without heavy investment in build-
ings or physical assets. _

There are currently over 1,000 stu-
dents studying overseas for HELP’s
degrees, most of them in Vietnam
and some in Indonesia and China.
It is also exploring opportunities in
other parts of Indochina.

The Vietnam venture is the largest
and involves twinning programmes
with Vietnam National University in
Hanoi. Under these arrangements,
students will transfer to Malaysia af-
ter ayear or two in Vietnam to obtain
HELP or other accredited degrees.

Similar “twinning” arrangements
are beingdone with several Indonesian
and Chinese colleges, but on a smaller
scale. We understand the company has
also been invited to explore similar
ventures in other parts of Indochina.

Note: This report is brought to you by
Asia Analytica Sdn Bhd, a licensed
investment adviser. Please exercise
your own judgment or seek profes-
sional advice for your specific invest-
ment needs. We are not responsible
for your investment decisions. Our
shareholders, directors and employ-
ees may have positions in any of the
stocks mentioned.

/i InsiderAsia”

Decision-critical analysis

Earnings forecast
YE Oct (RM m) 2007
Tumover 617
Pre-tax profit : 13.4
Net profit 97
EPS (sen) 109
P/E (x) 13.8
Dividend (sen) 3.0
Dividend yield (%) 2.0
Book value (RM) 0.82

Price/Book value (x) 1.82

2008

865

16.1
11.8
133
11.3

3.0

2.0
0.93
1.62

2009E 2010E

91.1 1020
193 21.1
143 156
161 176
93 85
30 30
20 20
106 1.20
142 125
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