PROPERTY DEVELOPMENT

Q2  SUNWAY BHD

Operating result in line, awaiting Medini launch

Company report HOLD
Thomas Soon (downgraded)
soon-guan-chuan@ambankgroup.com
+603 2036 2300 Rationale for report: Company Result

Investment Highlights
Price RM2.91
Fair Value RM3.08 . .
52-week High/Low R4 16/RM2.55 ®  We downgrade Sunway to HOLD, with a_tweaked fair value
of RM3.08/share (vs. RM3.05/share previously) , based on a
Key Changes 5% discount to an SOP value of RM3.23/share.
Fair value (1)
EPS unchanged ® We maintain our FY14F- FY15F earnings following the
release of its FY13 results last week. Our downgrad e is
YE to Dec FY13  FY14F FY1SF  FY16F based on its current share price which offers less than a
) 15% upside to our FV.
Revenue (RMmil) 47337 44581 49617 45519
C t profit (RMmil 482.7 452.2 511.3 566.8 . .
Egga(nsinp)m' (RMmil 28.0 26.2 29.7 309 ®  Sunway's FY13 core net earnings of RM483mil (+37.6%  YoY)
EPS growth (%) 183 nla 13.1 109 beat our and consensus forecasts by 19% and 18%,
Consensus EPS (Sen) n/a 268 29.2 308 respectively. The growth was on the back of an 18% growth
DPS (Sen) 10.0 10.0 11.0 0.0 in core revenue from RM3.85bil to RM4.53bil.
PE (x) 104 111 9.8 8.8
[E)?\/// EEZ[(’;\)(X) 633.451 633.491 g'g gg ®  Notwithstanding that, core EBIT(stripping out all i mpact of
ROI%I(%) ’ 35 1 82 88 9.1 Els) was in line with expectations, accounting for 96% and
Net Gearing (%) 184 239 220 221 97% of our and consensus estimates. ~ Core PATMI margin
improved to 10.2% in FY13F from 9.1%in FY12. Notet oo that
Stock and Financial Data the effective tax rate for FY13 was only 6% vs. 14%  in FY12.
Shares Outstanding (million) ~ 1,723.5 ® |t declared a second interim dividend of 5 sen/shar e,
gﬂariet ?ap (RR’\’X'/mA') 21%5-5 bringing the total for the year to 10 sen/share (vs . 6
P?E?V z':)“e( share) 09 sen/share in FY12) — translating to a payout ratio of 36%
ROE (%) 351 over core PATMI.
Net Gearing (%) 184
®  For the full year, construction and property developm ent
Major Shareholders Tan Sri Jeffrey Cheah (47.7%) contributed significantly to earnings, with operati ng profits
GIC (12.2%) growing by 29% and 22%, respectively, while corere  venue
o 0 o :
Free Float (%) 300 of the two divisions grew by 27% and 28%, respectiv.  ely.
Avg Daily Value (RMmil) 16 . .
®  Notably though, constructi on posted an operating loss of
Price performance 3mth 6mth 12mth RM11mil in 4QFY13. Construction EBIT plus share of
associate and jointly- controlled entities amounted to
Absolute (%) 8.4 (3.7) 122 RM20.2mil, impacted by a one-off provision of RM  23mil for
Relative (%) 6.4 (10.3) (0.8) doubtful debts. For the full year, it stood at RM80mil, up by
30% from FY12's RM61.5mil.
6.00 1966
®  For property development, sales reached RMZ1.8bil
(effective: RM1.4bil), while unbilled sales totalle  d RM2.4bil
4% 17100 (effective: RM1.9bil) as at 31 December 2013. The g roup is
targeting to launch RM2.3bil (effective: RM1.7bil) worth of
kam - properties in FY14, with a targeted sales of RM1.8b il
' (effective: RM1.3bil).
. . ®  Key launches include RM300mil worth of offices (167 units)
and service apartments (328 units) in Medini, Sunwa vy
Iskandar, sometime in 2QFY14, including 51 retailu  nits for
00 . . @8 its property investment division. The sales gallery is
? § 5 § g § expected to be ready by April.
—Sumey — FEMKLCI °

For construction, the group has set a target of sec uring
RM2.5bil worth of jobs, including 70% of external p  rojects.
As at end- 2013, construction order book replenishment
totalled ~RM2.16bil, including R M1.5bil of external jobs,
PP 12247/06/2013 (032380) while outstanding order book stood at RM3.92bil.
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TABLE 1 : RESULT SUMMARY
YoY % YoY %
4Q13 4Q12 change FY13 FY12 change
Revenue 1,342.2 1,241.8 8.1 4,733.7 4,128.8 14.6
Est EBIT 160.9 131.5 22.3 471.4 457.7 3.0
Est. Unusual Items 1,013.3 (47.9) (2,214.7) 1,298.5 314.3 313.2
Associates & JVs 91.6 144.6 (36.7) 172.5 144.6 19.3
Net interest income (17.6) (16.0) 9.6 (48.1) (76.8) (37.4)
Pretax profit 1,248.1 2121 488.5 1,894.3 839.7 125.6
Taxation (45.5) (44.1) 3.0 (120.9) (115.4) 48
Minorities 63.9 21.4 198.8 273.0 285.5 (4.4)
Core pre-tax profit 234.9 260.0 (9.7) 595.8 525.4 13.4
Net profit 1,138.8 146.6 677.0 1,500.5 438.8 241.9
Total Eis (After tax) 981.3 32.4 n/a " 1,017.8 88.1 1,054.9
Core net profit 157.5 114.2 37.9 482.7 350.7 37.6
FD Core EPS 8.8 6.4 37.9 26.9 19.6 37.6
Gross DPS (sen) 5.0 6.0 (16.7) 10.0 6.0 66.7
YoY ppt YoY ppt
4Q13 4Q12 change FY13 FY12 change
EBIT margin (%) 12.0 10.6 1.4 10.0 1.1 (1.1)
Core net margin (% ) 1.7 9.2 2.5 10.2 8.5 1.7
Effective tax rate over core PBT (% ) 19.4 17.0 24 20.3 22.0 (1.7)
Source: Company / AmResearch
TABLE 2 : KEY SEGMENT PERFORMANCE
% YoY %QoQ % YoY
Core revenue FY12 FY13 change 4Q12 3Q13 4Q13 change change
Property Dev 910.2 1,167.1 28.2 384.8 260.3 417.2 60.3 8.4
Property Inv 585.2 578.3 (1.2) 162.7 137.1 165.8 20.9 1.9
Construction 1,274.9 1,621.7 27.2 360.3 376.5 443.0 17.7 23.0
% YoY %QoQ % YoY
Operating profit (excl assoc/jv) FY12 FY13 change 4Q12 3Q13 4Q13 change change
Property Dev 187.0 228.2 22.0 88.1 62.0 96.3 55.3 9.3
Property Inv 120.7 111.2 (7.8) 4.7 21.8 38.7 77.2 (9.4)
Construction 36.8 47.4 28.7 (0.7) 15.4 (11.1) (172.0) 1,607.7
YoY ppt QoQ ppt YoY ppt
Operating profit margin FY12 FY13 change 4Q12 3Q13 4Q13 change change
Property Dev 20.5 19.5 r -1.0 229 23.8 231 0.7) 0.2
Property Inv 206 19.2 T4 26.2 15.9 23 74 (2.9)
Construction 2.9 2.9 r 0.0 0.2 4.1 2.5 (6.6) (2.3)

Source: Company / AmResearch

AmResearch Sdn Bhd
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TABLE 3 : FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) 2012 2013 2014F 2015F 2016F
Revenue 3,849.2 4,733.7 4,458.1 4,961.7 4,551.9
EBITDA 659.7 662.7 7217 778.0 888.1
Depreciation (131.0) (136.9) (139.0) (141.0) (159.0)
Operating income (EBIT) 528.7 525.8 588.7 637 7291
Other income & associates 144.6 172.5 228.5 261.1 268.9
Net interest (147.9) (102.4) (83.1) (97.0) (135.6)
Exceptional items 314.3 1,298.5 0.0 0.0 0.0
Pretax profit 839.7 1,894.3 734.1 801.2 862.5
Taxation (115.4) (120.9) (183.5) (200.3) (215.6)
Minorities/pref dividends (285.5) (273.0) (98.4) (89.6) (80.0)
Net profit 438.8 1,500.5 452.2 511.3 566.8
Core net profit 351.0 482.7 4522 511.3 566.8
Balance Sheet (RMmil, YE 31 Dec) 2012 2013 2014F 2015F 2016F
Fixed assets 6,948.8 3,548.3 4,289.6 4,432.3 5,188.0
Intangible assets 318.1 319.9 301.2 292.8 2844
Other long-term assets 612.6 2,360.6 2,264.5 2,270.9 2,284 9
Total non-current assets 7,879.5 6,228.8 6,855.3 6,996.1 7,7573
Cash & equivalent 1,197.5 1,519.1 1,178.8 1,8122 2,785.3
Stock 650.3 622.9 7341 778.2 824.9
Trade debtors 1,584.9 1,402.6 1,711.2 1,904.5 1,7473
Other current assets 1,051.6 1,338.8 1,145.3 1177.8 1,211.2
Total current assets 4,484.2 4,883.4 4,769.4 5,672.7 6,568.6
Trade creditors 1,844.8 2,154.0 2,082.6 2,207.6 2,340.0
Short-term borrowings 2,955.0 1,804.9 1,092.3 1,442.3 1,742.3
Other current liabilities 212 241 241 241 241
Total current liabilities 4,821.0 3,983.0 3,199.0 3,674.0 4,106.5
Long-term borrowings 1,688.4 990.6 1,964.1 2,164.1 2,964 .1
Other long-term liabilities 503.0 486.5 486.5 486.5 486.5
Total long-term liabilities 2,191.4 1,477.0 2,450.6 2,650.6 3,450.6
Shareholders’ funds 3,214.8 5,334.9 5,657.8 6,026.9 6,451.5
Minority interests 2,136.5 317.3 317.3 317.3 317.3
BV/share (RM) 249 3.10 3.28 3.50 3.74
Cash Flow (RMmil, YE 31 Dec) 2012 2013 2014F 2015F 2016F
Pretax profit 839.7 1,894.3 7341 801.2 862.5
Depreciation 131.0 136.9 139.0 141.0 159.0
Net change in working capital (814.7) 234.3 (297.7) (144.9) 209.6
Others 4358  (1,171.9) (261.2) (73.8) (285.0)
Cash flow from operations 591.8 1,093.6 314.2 723.4 946.0
Capital expenditure (399.4) (7.3) (254.8) 4.9) (133.9)
Net investments & sale of fixed assets 238.9 238.9 238.9 238.9 238.9
Others (542.1)  (1,136.8) (467.4) (260.0) (47.9)
Cash flow from investing (702.6) (905.1) (483.2) (25.9) 57.2
Debt raised/(repaid) 4345 498.3 298.3 2493 2493
Equity raised/(repaid) 0.0 0.0 0.0 0.0 0.0
Dividends paid 0.0 (163.7) (129.3) (142.2) (142.2)
Others (56.0) (199.2) (340.3) (171.2) (137.3)
Cash flow from financing 378.6 135.4 (171.2) (64.1) (30.2)
Net cash flow 267.8 3239 (340.3) 633.5 973.0
Net cash/(debt) b/f 838.0 1,102.3 1,429.4 1,089.1 1,722.5
Net cash/(debt) c/f 1,102.3 1,429.4 1,089.1 1,722.5 2,695.6
Key Ratios (YE 31 Dec) 2012 2013 2014F 2015F 2016F
Revenue growth (%) 43 23.0 nfa 113 nfa
EBITDA growth (%) 51.6 04 9.8 6.9 14.2
Pretax margins (%) 21.8 40.0 16.5 16.1 18.9
Net profit margins (%) 114 31.7 10.1 103 125
Interest cover (x) 31 3.8 44 4.0 3.7
Effective tax rate (%) 13.7 6.4 25.0 25.0 25.0
Net dividend payout (%) 13.3 8.6 286 278 0.0
Debtors turnover (days) 138 115 127 133 146
Stock tumnover (days) 52 49 56 56 64
Creditors tumover (days) 166 154 173 158 182

Source: Company, AmResearch estimates

AmResearch Sdn Bhd 4
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Published by The information and opinions in this report were prepared by AmResearch Sdn Bhd. The ir discussed or inthis
AmResearch Sdn Bhd  (335015-P) report may not be suitable for all investors. This report has been prepared for information purposes only and is not an offer to sell or a
(A member of the Aminvestment Bank Group) sohcnatlo_n_to buy any secumle_s. The directors and employees of AmResearch S_dn Bhd may from tlm_e to tlme_ have a position in or with
15th Floor Bangunan AmBank Group the securities mentioned herein. Members of the Aminvestment Group and their affiliates may provide services to any company and
55 Jalan Raja Chulan affiliates of such companies whose securities are mentioned herein. The information herein was obtained or derived from sources that
50200 Kuala Lumpur we believe are reliable, but while all reasonable care has been taken to ensure that stated facts are accurate and opinions fair and
Tel: (03)2070-2444 (research) reasonable, we do not represent that it is accurate or complete and it should not be relied upon as such. No liability can be accepted for
Fax: (03)2078-3162 any loss that may arise from the use of this report. All opinions and estimates included in this report constitute our judgement as of this

date and are subject to change without notice.

Printed by
AmResearch Sdn Bhd  (335015-P) For AmResearch Sdn Bhd

(A member of the AmInvestment Bank Group)
15th Floor Bangunan AmBank Group W
55 Jalan Raja Chulan o
50200 Kuala Lumpur

Tel: (03)2070-2444 (research)

Fax: (03)2078-3162 Benny Chew

Managing Director
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