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COMPANY RESULTS

Sunway Berhad (SWB MK)
3Q14: Within Expectations

Sunway’'s 3Q14 net profit came in at RM143.7m, bringing 9M14 earnings to
RM385.6m (about 75% of our full-year estimate). Outstanding construction
orderbook stands at RM2.2b while the property division would ensure steady
earnings delivery with unbilled sales of RM2.1b. Key catalysts for the company in
the near term include the listing of its construction division, which would come with
special dividend payments. Maintain BUY. Target price: RM3.51.

3Q14 RESULTS

Year to 31 Dec 3Q14 qoq yoy Im14 yoy
(RMm) % chg % chg (RMm) % chg
Revenue 1,134.0 (5.9) 6.4 3,364.4 5.0
Construction 488.2 14.6 29.7 1,273.0 05
Property Development 178.0 (41.0) (31.6) 702.0 (6.4)
Property Investment 151.8 4.0 10.7 434.0 0.2
EBIT 151.9 134 105.1 395.6 (3.3
Construction 14.4 (56.1) (7.5) 785 271
Property Development 44.6 (41.1) (50.5) 189.2 (12.7)
Property Investment 31.2 (64.3) 43.1 143.2 24
PBT 185.2 (20.7) 56.7 561.0 238
Core PATMI 149.3 (18.2) 60.4 385.6 18.5
Pretax construction margin 3.0% 6.2%
Pretax prop margin 25.1% 27.0%

Source: Sunway, UOB Kay Hian
RESULTS

¢ Within expectations. Sunway Berhad (Sunway) reported 3Q14 revenue of RM1,134m (-
5.9% qoq, +6.4% yoy) and net profit of RM149.3m (-18.2% goq, +60.4% yoy). Included in
the net profit were one-off expenses for ESOS amounting to about RM5.6m. Excluding
these one-off items, 9M14 core earnings would be RM385.6m, or 75% of our full-year
estimate.

¢ Profits led by the property and construction divisions. For the quarter, the property
division recorded revenue of RM178m (-31.6% yoy) and EBIT of RM96.1m (+4% yoy)
with healthy operating profit margins of 44.5 %. The improvement this quarter was due to
the lower common infrastructure works that were required as well as higher profit
recognition from the Sunway Damansara development.

KEY FINANCIALS

Year to 31 Dec (RMm) 2012 2013 2014F 2015F 2016F
Net turnover 3,877 4,734 5,569 6,323 6,463
EBITDA 594 608 624 674 717
Operating profit 504 471 538 579 608
Net profit (rep./act.) 351 1,501 514 545 575
Net profit (adj.) 351 483 514 545 575
EPS (sen) 27.1 317 25.3 26.8 28.2
PE (x) 11.9 10.2 12.8 121 11.4
P/B (x) 1.2 0.9 1.0 0.9 0.9
EV/EBITDA (x) 12.0 11.7 11.4 105 9.9
Dividend yield (%) 2.0 31 3.1 3.1 3.1
Net margin (%) 9.0 317 9.2 8.6 8.9
Net debt/(cash) to equity (%) 57.6 32.0 21.9 18.1 15.0
Interest cover (x) 7.7 5.9 10.1 12.8 14.8
ROE (%) 10.7 33.7 9.3 9.1 8.7
Consensus net profit - - 480 530 552
UOBKH/Consensus (x) - - 1.07 1.03 1.04

Source: Sunway Berhad, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m."
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BUY

(Maintained)

Share Price RM3.23
Target Price RM3.51
Upside +8.7%

COMPANY DESCRIPTION

A leading construction company and property
developer in Malaysia

STOCK DATA

GICS sector Financials
Bloomberg ticker: SWB MK
Shares issued (m): 1,719.7
Market cap (RMm): 5,554.7
Market cap (US$m): 1,654.9
3-mth avg daily t'over (US$m): 1.3

Price Performance (%)

52-week high/low RM3.54/RM2.55

1mth 3mth 6mth 1yr YTD
1.6 2.2 5.2 17.9 18.8
Major Shareholders %
Tan Sri Jeffrey Cheah 55.4
Employees Provident Fund 5.7
FY14 NAV/Share (RM) 3.17
FY14 Net Debt/Share (RM) 0.70
PRICE CHART
(Icy) SUNWAY BHD SUNWAY BHDIFBMKLCI INDEX (%)
4.00 140
130
3.50 120
110
3.00
100
2.50 90
80
2.00 70
15
10 Volume (m)
5

0
Nov13 Jan14 Marl4 Mayl4 Jull4 Sep14 Nov14

Source: Bloomberg

ANALYSTS

Malaysia Research Team
+603 2147 1988
research@uobkayhian.com




UOBKayHian

¢ Construction division reaching higher profit-recognition stages. This quarter,
construction revenue stood at RM488.2m (+29.7% yoy) while EBIT was RM14.4m (-
7.5% yoy) with a decent pre-tax margin of 3.0%. Margins were depressed this quarter
mainly due to: a) the provision for compensation for works at the Silk Highway totalling
RM3.5m, and b) the accounting entry for an intracompany fixed asset construction
where profits totalling RM10m had to be excluded.

STOCK IMPACT

e External construction orderbook remained healthy at RM2.2b. Sunway's
outstanding construction orderbook currently stands at RM2.2b, mainly from
government infrastructure jobs. While there have been no external jobs wins to-date, we
are not too concerned as its internal jobs would be able to support earnings visibility for
this division. The group to-date has replenished its internal construction orderbook by
RM881m. Currently, we are expecting the construction business to contribute 5-7%
EBIT margin for 2014-16.

Achieved sales of RM951m ytd, representing 73% of its full-year target of RM1.3b.
To-date, the group has launched about RM1.4b in developments. Among the notable
sales were office suites at its Sunway Iskandar development (GDV: RM73m, 100%
take-up), Retail and Offices at Sunway Velocity (GDV: RM200m, 99% take-up) and V-
Residences 2 (GDV: RM271m, 87% take-up).

Strong unbilled sales of RM2.1b, representing 1.8x of its 2013 property revenue. We
expect property EBIT margin to hover at a healthy 26-28% on higher progress billings
from projects in Singapore (RM407m) and Malaysia, including Sunway South Quay
(RM409m), Sunway Velocity (RM505m) and Sunway Montana (RM222m).

Look out for the listing of its construction arm. Together with the proposed listing of
Sunway Construction Group, Sunway also proposed a 1-for-10 distribution-in-specie of
free SCG shares to existing shareholders of Sunway as well as a potential special
dividend. The special dividend would be based on part of the cash receipts due to
Sunway. Assuming that 40% of the cash proceeds are distributed as special dividends,
we estimate the dividend could be worth 10-11 sen/share.

Share overhang issue lifted. Recall that earlier this month, a major shareholder, GIC
disposed its 8.7% stake in Sunway Bhd. Based on the company’s announcements, we
understand that major takers of the block include government-linked funds.

EARNINGS REVISION/RISK

¢ We maintain our earnings forecasts.

¢ Key risks include: a) rising interest rates, b) tighter lending policies by banks, and c)
rising costs of raw materials leading to margin erosion.

VALUATION/RECOMMENDATION

¢ Maintain BUY with SOTP-based target price of RM3.51, or 13x 2015F PE. Sunway
would be able to offer good earnings visibility, and the expected decent take-up at
Sunway Iskandar also makes it an attractive Medini, Iskandar Malaysia, proxy. Sunway
is also expected to be one of the key contractors for the MRT Line 2 construction.

¢ Also, the stock would be supported by an expected dividend-in-specie and cash
dividend that could imply yields of 6.4-6.7% as a result of the floatation.

SHARE PRICE CATALYST
e Finalisation of its construction division listing.

¢ Good take-up rates at property launches.
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SOTP VALUATION

Property development 3,850.0
REIT 15735
Construction* 2,244.2
Quarry & building materials 49.8
Trading 517.5
Warrants conversion proceeds 723.8
Less: Net deht @FY13 (1,707.4)
Total SOP value (a) 7,251.3
Outstanding shares (m) 1,809.5
Warrants 258.5
Enlarged share base (m) 2,068.0
SOTP value/share (RM) (a/b) 351
*pegged to 2016F
Source: UOB Kay Hian
REVENUE ASSUMPTIONS
2014F 2015F 2016F
Construction 2,089.5 2,436.0 2,021.4
Property
Development 1,234.8 1,274.0 1,370.6
Property Investment 832.1 848.7 865.7
Source: UOB Kay Hian
PROPERTY SALES IN 2Q14
Area (RMm)
Malaysia 1,125
- Sunway Wellesley, Townhouses & Semi-D 120
- Sunway Eastwood Park Villa, Superlinks 85
- Avant Parc, Singapore 100

Source: Sunway

EXTERNAL CONSTRUCTION ORDERBOOK

(RMm)
MRT Line 1 594
BRT Sunway Line 190
Urban Wellness Centre 204
Others 1,197

Source: Sunway
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Year to 31 Dec (RMm) 2013 2014F 2015F 2016F  Year to 31 Dec (RMm) 2013 2014F 2015F 2016F
Net turnover 4,734 5,569 6,323 6,463 Fixed assets 858 1,022 1,176 1,318
EBITDA 608 624 674 717 Other LT assets 5371 5,371 5,378 5,388
Deprec. & amort. 137 86 96 108 Cash/ST investment 1,519 1,768 1,689 1,597
EBIT 471 538 579 608 Other current assets 3,364 3,862 4,473 4,822
Associate contributions 172 250 255 260 Total assets 11,112 12,022 12,716 13,124
Net interest income/(expense) (102) (62) (53) (48) ST debt 1,805 1,705 1,605 1,505
Pre-tax profit 1,894 725 780 820 Other current liabilities 2,178 2,913 3,301 3,375
Tax (121) (181) (195) (205) LT debt 1,422 1,322 1,222 1,122
Minorities (273) (30) (40) (40) Other LT liabilities 55 55 55 55
Net profit 1,501 514 545 575 Shareholders' equity 5,335 5,740 6,285 6,860
Net profit (adj.) 483 514 545 575 Minority interest 317 287 247 207
Total liabilities & equity 11,112 12,022 12,716 13,124
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2013 2014F 2015F 2016F  Year to 31 Dec (%) 2013 2014F 2015F 2016F
Operating 1,094 706 450 437 Profitability
Pre-tax profit 0 725 780 820 EBITDA margin 12.9 11.2 10.7 111
Tax (152) (181) (195) (205) Pre-tax margin 40.0 13.0 12.3 127
Deprec. & amort. 137 86 96 108 Net margin 317 9.2 8.6 8.9
Associates (508) 0 0 0 ROA 15.1 4.4 44 4.4
Working capital changes 296 376 68 13 ROE 337 9.3 9.1 8.7
Other operating cashflows 1,320 (300) (299) (299)
Investing (905) (250) (250) (250) Growth
Capex (growth) (202) (250) (250) (250)  Turnover 221 176 135 22
Investments (508) 0 0 0 EBITDA 24 25 8.1 6.4
Proceeds from sale of assets 6 0 0 0 Pre-tax profit 108.3 (61.7) 76 51
Others (201) 0 0 0 Netprofit 328.0 (65.7) 6.1 54
Financing 135 (208) (279 (2790 Net profit (adj.) 377 6.5 6.1 54
Dividend payments (344) (109) (181) (181)  Eps 16.8 (20.2) 6.0 54
Issue of shares 733 0 0 0
Proceeds from borrowings 0 0 0 0 Leverage
Loan repayment (130) (100) (100) (100)  pebt o total capital 36.3 334 30.2 27.1
Othersfinterest paid (123) 1 2 2 Debtto equity 605 527 45.0 383
Net cash inflow (outflow) 324 249 (79) (92) Net debt/(cash) to equity 32.0 219 18.1 15.0
Beginning cash & cash equivalent 1,102 1,519 1,768 1,689 Interest cover (x) 5.9 101 128 148
Changes due to forex impact 93 0 0 0
Ending cash & cash equivalent 1,519 1,768 1,689 1,597
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Disclosures/Disclaimers

This report is prepared and/or distributed by UOB Kay Hian Pte Ltd (“UOBKH"), which is a holder of a capital markets services licence and
an exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not intended for distribution, publication to or use by
any person in any jurisdiction outside Singapore or any other jurisdiction as UOBKH may determine in its absolute discretion, where the
distribution, publication or use of this report would be contrary to applicable law or would subject UOBKH and its connected persons (as
defined in the Financial Advisers Act, Chapter 110 of Singapore) to any registration, licensing or other requirements within such
jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report in any event
accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced
independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the
Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will
not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to
any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the
compensation received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of
which are generated from UOBKH's business of dealing in securities.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore in respect of any
matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an
accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the contents of the analyses or reports

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
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receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Analyst Certification/Regulation AC

As noted above, each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report
accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced
independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the
Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will
not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to
any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the
compensation received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of
which are generated from UOBKH's business of dealing in securities.
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