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1HFY10 Results Preview
HELP International

An Excellent Mid-Term

The 1HFY10 earnings were within our expectation, accounting for about 51% of our
full-year forecast. Y-o0-y revenue grew 11.7% while bottomline surged 42.3% on
higher student enrolment and fees as well as better margins. We maintain our
forecast and BUY recommendation at a higher TP of RM3.58 against RM2.40
previously, on revising upwards our residual income model valuation. Despite the
low liquidity in its shares, we are positive on HELP as it is the most profitable listed
education stock in Malaysia and one that is backed by a solid management team.

Within estimates. The 1QFY10 earnings came in within our and consensus expectation.
Revenue grew 11.7% while net profit soared 42.3% y-o-y on higher student enrolment and
fees as well as better margins. We believe the margin improvement was largely attributed
to prudent cost management and the increasing number of its home-grown courses, which
generally command higher margins, as it does not have to pay royalty as in twinning or
foreign courses developed by other institutions. As a result, EBIT margin in 1HFY10
improved to 25.5% from 20.9% in 1HFY09. As expected, revenue and net profit jumped
significantly as more classes were conducted during the quarter.

Increasing foothold in China. Although HELP has a presence in China through course
collaboration with Chinese education institutions over the last few years, it had recently
teamed up with property developer AP Land to form a JV to set up a new campus in
Changshu, China which expected to begin operation by October 2010. We are definitely
positive on the JV as it enables HELP to tap China’s enormous education market potential
without having to deploy significant capital investment given that HELP’s responsibility in
JV is to provide the education programmes while AP Land would set up the physical
infrastructure. Although we are not expecting significant earnings enhancement from the
JV so soon, it would in the long run be a key growth catalyst for HELP in view of China’s
lucrative and untapped private education market.

Maintain BUY at higher TP. With the results being in line within our expectation, we
maintain our FY10 and FY11 projections. We maintain our BUY recommendation at a
higher TP of RM3.58 from RM2.40 previously after revising downwards our WACC
assumption in our residual income model from 11% to 10% on increasing visibility on its
earnings growth and therefore reduced equity risk. We believe its strong and clean balance
sheet will enable HELP to comfortably embark on its current and future expansion strategy
without straining its balance sheet.

FYE Oct (RMm) FY07 FY08 FY09 FY10f FY11f
Revenue 61.7 86.5 96.6 114.6 135.2
Net Profit 9.7 11.8 15.5 18.5 23.0
% chg y-o-y 20.0 221 30.9 19.6 24.4
Consensus 18.7 21.9
EPS (sen) 10.9 13.3 174 20.8 259
DPS (sen) 3.0 3.0 3.0 34 3.9
Dividend yield (%) 1.1 1.1 1.1 1.2 1.4
ROE (%) 15.3 174 19.7 20.0 20.9
ROA (%) 9.7 10.4 11.6 1.7 121
PER (x) 25.7 211 16.1 13.5 10.8
BV/share (RM) 0.71 0.81 0.95 1.13 1.35
P/BV (x) 3.9 34 2.9 2.5 2.1
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Results Table (RMm)

Q-0-Q YTD YTD Y-0-Y

FYE Oct 2Q10 1Q10 chg FY10 FY09 chg Comments

Revenue 30.98 23.51 31.8 54.49 48.78 11.7 Higher g-o-q due to the summer break in the
southern hemisphere in 1QFY10.

EBIT 10.11 3.76 168.7 13.87 10.21 35.9 Higher margins

Net interest 0.0 0.0 0.0 0.0

expense

Associates 0.0 0.0 0.0 0.0

PBT 10.11 3.76 168.7 13.87 10.20 36.0

Tax -3.14 -1.34 133.4 -4.48 -3.65 22.9

Ml 0.00 0.00 0.00 0.00

Net profit 6.97 242 188.4 9.39 6.56 43.2  51% of our FY10 full-year forecast

EPS (sen) 7.85 2.72 10.58 7.39

DPS (sen)

EBIT margin 32.6% 16.0% 25.5% 20.9% Better margins due to increasing number of home-
grown courses.

NTA/share (RM) 1.19 1.1 1.19 0.80
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EARNINGS FORECAST

FYE Oct (RMm) FYO7 FY08 FYO0of FY10f FY11f
Turnover 61.7 86.5 96.6 114.6 135.2
EBITDA 16.6 19.0 252 31.6 39.0
PBT 134 16.1 21.8 27.6 33.8
Net Profit 9.7 11.8 15.5 18.5 23.0
EPS (sen) 10.9 13.3 17.4 20.8 259
DPS (sen) 3.0 3.0 3.0 34 3.9
Margin

EBITDA (%) 26.9 21.9 26.1 27.6 28.8
PBT (%) 21.7 18.6 22.6 241 25.0
Net Profit (%) 15.7 13.6 16.0 16.1 17.0
ROE (%) 15.3 17.4 19.7 20.0 20.9
ROA (%) 9.7 10.4 11.6 11.7 12.1
Balance Sheet

Fixed Assets 46.3 48.7 49.7 50.7 51.4
Current Assets 58.2 73.6 95.3 121.2 155.9
Total Assets 104.5 122.3 145.0 171.9 207.3
Current Liabilities 40.6 49.7 59.9 71.3 87.2
Net Current Assets 17.6 239 354 49.9 68.7
LT Liabilities 0.6 0.6 0.6 0.6 0.6
Shareholders Funds 63.2 721 84.5 100.0 119.5
Net Gearing (%) Net Cash  NetCash  NetCash NetCash Net Cash
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OSK Research Guide to Investment Ratings

: Share price may exceed 10% over the next 12 months

: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain

: Share price may fall within the range of +/- 10% over the next 12 months

: Target price has been attained. Look to accumulate at lower levels

: Share price may fall by more than 10% over the next 12 months

: Stock is not within regular research coverage

All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed
will be subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or
financial instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment
decision-making based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest
and/or underwriting commitments in the securities mentioned.

Distribution in Singapore

This research report produced by OSK Research Sdn Bhd is distributed in Singapore only to “Institutional Investors”, “Expert Investors” or
“Accredited Investors” as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not an “Institutional Investor”, “Expert Investor”
or “Accredited Investor”, this research report is not intended for you and you should disregard this research report in its entirety. In respect of any
matters arising from, or in connection with, this research report, you are to contact our Singapore Office, DMG & Partners Securities Pte Ltd
(“DMG”").

All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from OSK Research.
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