
 

 

FOR IMMEDIATE RELEASE 

 

MMC DRAWING VALUE  

 

A COUPLE of years ago, the transformation of Malaysia Mining Corp Bhd was one of 

Malaysia's biggest business stories, if not the biggest. After all, who could ignore how a 

plodding government-linked mining giant was being reshaped into a utilities and 

infrastructure group backed by tycoon Tan Sri Syed Mokhtar Albukhary? 

 

  

The consolidation has been completed and company is today known as MMC Corp Bhd. 

But the key aspects have not changed; Syed Mokhtar is still its largest shareholder and 

the company remains focused on the same core businesses. 

 

  

Group chief executive Datuk Ismail Shahudin says with MMC now focused on three areas 

? transport and logistics, energy and utilities, and engineering and construction ? the 

desired group structure is pretty much in place. 

 

  

Yes, this is our destination,? he says. ?After regrouping into the three core businesses, 

we can now concentrate on drawing value from this structure.? 

 

 

 

  



An analyst who covers MMC at a foreign investment house gives a quick rundown on the 

company's major business units: ?The company is doing well on most fronts. Malakoff 

(Bhd) is a steady contributor. Gas Malaysia (Sdn Bhd) is doing fantastically. The port (Port 

of Tanjung Pelepas) is waiting for a third liner. Its organic growth is good but it needs a 

third liner. 

 

?The engineering and construction division has nothing to shout about, but I suppose it 

can subsist for now on the flood mitigation project.? 

 

  

It's not a dazzling report card but it is solid. Yet, MMC has lost its flavour-of-the-month 

status. In 2002, the counter went as high as RM3.50 and spent almost half the year 

camping above the RM2.50 line. This year, it has yet to close above RM3 and is currently 

trading around RM2. 

 

  

Of course, the stock market slide plays a part in this, but it is apparent that the interest in 

MMC has waned also because investors perceive that the Syed Mokhtar factor is no 

longer the huge plus it used to be. 

 

  

The turning point was last December, when the Government deferred the RM14.5bil 

double-tracking railway project that it had earlier awarded to a consortium formed by MMC 

and Gamuda Bhd. The knee-jerk reaction was to be bearish about MMC's prospects. 

 

  

But just as how optimism about a stock can easily turn irrational, the pessimism 

surrounding MMC may well be overblown. 

 

  



Analysts who have ?Buy? recommendations on the stock recognise that it is weighed 

down by perception rather than poor fundamentals. 

  

Says one of them: ?We've made our call based on valuation, not sentiments. There are 

still a lot of negative sentiments surrounding Syed Mokhtar. We don't expect the shares 

to move until the second half of next year.? 

 

  

Diving deeper into PTP   

   

That is when the company is expected to complete its proposed acquisition of an 

additional 19.9% equity interest in port operator Pelabuhan Tanjung Pelepas Sdn Bhd 

(PTP) from Seaport Terminal (Johore) Sdn Bhd for RM756.2mil. MMC is paying for this 

by issuing new shares at RM1.91 each. This will up MMC's shareholding in PTP to 70%. 

  

Announced last month, the deal has attracted its fair share of critics. Controlled by Syed 

Mokhtar, Seaport already has a 40% stake in MMC. The main complaints revolve around 

PTP's valuation, the timing of the acquisition, and the fact that the purchase will reduce 

MMC's earnings and net tangible assets on a per-share basis. 

 

  

MMC argues that KPMG Corporate Services Sdn Bhd, which came up with PTP's 

valuation, adopted the discounted cash flow (DCF) approach because it was the most 

appropriate method, given PTP's business model and current stage of development. 

  

The DCF method was also used to assess PTP's worth when MMC bought a 50.1% stake 

in 2002. 

 

 

  



Ismail says this is the right time for MMC to increase its shareholding in PTP because the 

port is performing better that it did two years ago. He adds that PTP has turned profitable 

ahead of schedule, and the MMC management is confident that the port will grow 

significantly in the next three years. 

  

Not everybody pans the deal, though. Mayban Securities describes the proposed 

acquisition as ?a pleasant surprise?. It says: ?The acquisition shows MMC's commitment 

to strengthen its operations in the transport and logistics division. PTP is expected to grow 

in line with the expected increase in world containerisation and trade.? 

 

  

Chris Eng of OSK Research acknowledges that some aspects of the deal are not 

favourable in the short term and may not be well accepted by the market, but adds that 

he is positive about its long-term impact because it will consolidate MMC's ownership of 

PTP.   

  

Such disparity in opinions about the PTP share acquisition is only natural because it is a 

related party transaction and because of the size and nature of PTP's business. 

 

  

At the same time, there is no doubt that the port is a cornerstone of the MMC group and 

there is a lot riding on PTP, which started as an ambitious Syed Mokhtar project. It 

commenced operations four years ago, and it is now Malaysia's largest container terminal 

and the fastest growing in South East Asia. 

 

  

Crediting Syed Mokhtar for his long-term vision and entrepreneurial risk-taking ability, 

Ismail says: ?There were many who did not think it was viable to build a port from scratch 

in Johor at that time. Yet, time has validated his vision.? 

 

  



Looking into the horizon 

  

There is another dimension to the latest PTP share purchase ? that it is a prelude to the 

listing of the port operator. Such talk has been swirling around for a long time, but MMC's 

move to raise its stake in PTP has made such a scenario more likely. 

  

Ismail says the larger PTP stake gives MMC the flexibility to undertake any exercise that 

it may want to in the future, while retaining PTP as a subsidiary. 

  

That certainly sounds like an initial public offering is on the cards, but he refuses to be 

specific. ?At the right opportunity, we will unlock the value of our assets. And naturally, 

listing is one avenue we look at. Other possible avenues include mergers and 

acquisitions.?   

 

Indeed, some observers point out that Seaport also controls Johor Port Bhd, another 

company on Bursa Malaysia's main board. It may make sense for Johor Port to be part 

of the picture if MMC indeed floats PTP. 

 

  

But Ismail oversees a lot more than just PTP. These include five other listed companies 

and several other large businesses such as Gas Malaysia Sdn Bhd and MMC 

Engineering Services Sdn Bhd. He says, ?When we look at opportunities for MMC, they 

are more in terms of growth and some stable earnings.? 

 

  

For example, independent power producer Malakoff, already noted for its strong 

management and good flow of earnings, is increasing its generation portfolio through 

acquisitions and by building power plants. 

  



When it completes its Tanjung Bin plant in 2006, its generation capacity will almost double 

to 5,000 MW. The following year, its market share of Malaysia's installed capacity is 

expected to be 24%, a mighty jump from the current 9%. 

 

  

Ismail says Gas Malaysia is aggressively expanding its pipeline network ? to 1,258 km in 

five years from 923 km currently ? to reach new customers nationwide. A switch in 

strategy means the company will proactively build pipelines to areas where it believes will 

be demand, instead of waiting for demand to build up. 

 

  

?This shortens lead time to supply natural gas to customers,? he explains. 

  

As for the engineering and construction division, Ismail concedes that the Government's 

present emphasis on shrinking the fiscal deficit has made it necessary for MMC to venture 

abroad for new projects. But he says the group's expansion plan for the next few years 

will be to continue to feed jobs to the division.  

 


