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Acquiring a 24-acre land in Penang Island for RM267m

Acquiring a 24-acre piece of land in Penang Island for RM267m

Sunway announced that its wholly-owned subsidiary, Sunway City (Penang) Sdn
Bhd had won the bid for 4 parcels of freehold land in Penang Island for a cash
consideration of RM267.4m. The 4 parcels of land have a combined area of 24.5
acres, translating into a purchase price of RM251 psf. The vendor is Lee Rubber
Company (Pte) Limited and the property agent is C.H. William Talhar & Wong.

Location of the land and the proposed development plan

The land is located along Jalan Paya Terubong in Daerah Timur Laut (please
refer to figure 1 and 2 overleaf). It is located near Kek Lok Si Temple and the
lower Train Station to the Penang Hill Resort. Sunway plans to develop the land
into a RM1.5bn mixed development, comprising of commercial shops, SOHO
and high rise residential units (70% residential, 30% commercial).

Neutral on the acquisition

We are neutral on the acquisition: (i) we opine that the acquisition price of
RM251 psf is fair — the purchase consideration was arrived via an open tender
where the minimum reserve price is RM200 psf; (ii) while the land cost to GDV
ratio of 17.8% is higher than typical Malaysia property projects, it is, in our view,
reasonable given the scarcity of premium land in Penang Island; and (iii) funding
for the acquisition should not be an issue in view of Sunway’s healthy balance
sheet (gross cash of RM1.4bn and net gearing of 0.28x as at end-September
2013).

Maintain BUY with an unchanged TP of RM3.45

No change in our earnings forecast for now pending further details on the
product offerings (ie. design, layout, selling prices and launch date). Maintain
BUY on Sunway with an unchanged TP of RM3.45 based on 15% discount to
RNAV. Key risks to our positive view on Sunway are weaker-than-expected
property sales, further property cooling measures and rising development costs.

Earnings & Valuation Summary

FYE Dec (RMm) 2011 2012 2013E 2014E 2015E
Revenue 3,691.7 3,849.2 4,238.8 4,986.8 5,036.3
EBITDA 457.0 469.6 513.3 563.6 587.3
Pretax profit 498.5 722.9 606.9 650.9 722.9
Net profit 372.1 530.6 449.1 443.5 506.6
EPS (sen) 28.8 411 29.8 25.7 29.4
PER (x) 9.2 6.4 8.9 10.3 9.0
Core net profit 327.1 350.6 420.5 443.5 506.6
Core EPS (sen) 25.3 27.1 27.9 25.7 29.4
Core EPS chg (%) 14.3 7.2 2.8 (7.7) 14.2
Core PER (x) 10.4 9.7 9.5 10.3 9.0
DPS (sen) - 6.0 7.0 8.0 8.0
Dividend Yield (%) - 2.3 2.7 3.0 3.0
EV/EBITDA (x) 10.6 10.7 10.7 10.0 9.4
Consensus profit - - 408.8 460.9 514.5
Affin/Consensus (x) - - 1.0 1.0 1.0

Important disclosures at end of report
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Equity Rating Structure and Definitions

BUY Total return is expected to exceed +15% over a 12-month period

TRADING BUY Total return is expected to exceed +15% over a 3-month period due to short-term positive development, but fundamentals are
(TR BUY) not strong enough to warrant a Buy call. This is to cater to investors who are willing to take on higher risks

ADD Total return is expected to be between 0% to +15% over a 12-month period

REDUCE Total return is expected to be between 0% to -15% over a 12-month period

TRADING SELL Total return is expected to exceed -15% over a 3-month period due to short-term negative development, but fundamentals are
(TR SELL) strong enough to avoid a Sell call. This is to cater to investors who are willing to take on higher risks

SELL Total return is expected to be below -15% over a 12-month period

NOT RATED Affin Investment Bank does not provide research coverage or rating for this company. Report is intended as information only
and not as a recommendation

OVERWEIGHT Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12

months

NEUTRAL Industry, as defined by the analyst's coverage universe, is expected to perform inline with the KLCI benchmark over the next
12 months

UNDERWEIGHT Industry, as defined by the analyst’s coverage universe is expected to under-perform the KLCI benchmark over the next 12
months

This report is intended for information purposes only and has been prepared by Affin Investment Bank Berhad (“Affin Investment Bank”) based
on sources believed to be reliable. However, such sources have not been independently verified by Affin Investment Bank, and as such, Affin
Investment Bank does not give any guarantee, representation or warranty (express or implied) as to the adequacy, accuracy, reliability or
completeness of the information and/or opinion provided or rendered in this report. Facts, information, views and/or opinions presented in this
report have not been reviewed by, may not reflect information known to, and may present a differing view expressed by other business units
within Affin Investment Bank, including investment banking personnel. Reports issued by Affin Investment Bank are prepared in accordance with
Affin Investment Bank’s policies for managing conflicts of interest arising as a result of publication and distribution of investment research
reports. Under no circumstances shall Affin Investment Bank, its affiliates and related companies, their directors, associates, connected parties
and/or employees be liable in any manner whatsoever for any consequences (including but are not limited to any direct, indirect or
consequential losses, loss of profit and damages) arising from the use of or reliance on the information and/or opinion provided or rendered in
this report. Any opinions or estimates in this report are that of Affin Investment Bank as of this date and subject to change without prior notice.
Under no circumstances shall this report be construed as an offer to sell or a solicitation of an offer to buy any securities.

Affin Investment Bank and/or any of its directors and/or employees may have an interest in the securities mentioned therein. Affin Investment
Bank may also make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.
Further, Affin Investment Bank, its affiliates and its related companies may do and seek to do business with the company(ies) covered in this
research report and may from time to time assume an underwriting commitment in securities of such company(ies), may sell them to or buy
them from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory or underwriting
services for or relating to such company(ies) as well as solicit such investment, advisory or other services from any entities mentioned in this
report.

Comments and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations.
These opinions may not fit to your financial status, risk and return preferences and hence, an independent evaluation is essential. In addition,
this report is general in nature and it is intended for circulation for Affin Investment Bank and its affiliates’ clients generally and does not have
regard to the specific investment objectives, financial situations and the particular needs of any specific person who may receive this report.
Investors are advised to independently evaluate particular investments and strategies and to seek independent financial, legal and other advice
on the information and/or opinion contained in this report before investing or participating in any of the securities or investment strategies or
transactions discussed in this report.

Simulations or model portfolio are prepared on a hypothetical basis and are for illustrations only.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data
they provide and shall not have liability for any damages of any kind relating to such data.

Affin Investment Bank’s research, or any portion thereof may not be reprinted, transmitted to, photocopied or reproduced in any form - sold or
redistributed, directly or indirectly in whole or in part without the prior written express consent of Affin Investment Bank.

This report is printed and published by:

Affin Investment Bank Bhd (9999-V)

A Participating Organisation of Bursa Malaysia Securities Bhd
Chulan Tower Branch,

3rd Floor, Chulan Tower,

No 3, Jalan Conlay,

50450 Kuala Lumpur.

www.affininvestmentbank.com.my

Email: research@affininvestmentbank.com.my
Tel : + 603 2143 8668

Fax : + 603 2145 3005
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