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Fair Value RM3.81

52-week High/Low RM3.73/RM2.84

Key Changes
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YE to Dec FY16  FY17F  FY18F  FYI19F
Revenue (RM mil) 47259 56943 63468 6,782.7
Core net profit (RM mil) 585.9 539.2 579.0 643.7
FD Core EPS (sen) 28.8 26.7 285 315
FD Core EPS growth (%) (14.9) (7.5) 6.9 10.5
Consensus Net Profit (RM mil) 561.6 599.3 647.3
DPS (sen) 10.0 10.0 10.0 10.0
PE (x) 12.9 14.0 131 11.8
EV/EBITDA (x) 11.6 12.0 12.0 111
Div yield (%) 2.8 2.8 2.8 2.8
ROE (%) 8.4 7.1 7.3 7.9
Net Gearing (%) 451 45.0 49.6 52.7
Stock and Financial Data

Shares Outstanding (million) 1,723.5

Market Cap (RMmil) 6,428.7

Book Value (RM/share) 3.54

P/BV (x) 11

ROE (%) 8.4

Net Gearing (%) 451

Major Shareholders

Tan Sri Jeffrey Cheah (48.2%)

EPF (5.7%)

Free Float 224
Avg Daily Value (RMmil) 9.0
Price performance 3mth 6mth 12mth
Absolute (%) 19.2 239 25.2
Relative (%) 14.6 13.6 13.6
40 2,000
35 I » 4 1,800
W 1,600
3.0
1,400
25 1,200
20 1,000
15 800
600
1.0
400
05 200
0.0 0
Jun-12 Jun-13 Jun-14 Jun-15 Jun-16

SWB MK

FBMKLCI Index

We make no changes to our FY17-19F earnings forecasts,
and maintain our BUY call on Sunway with an unchanged
SOP-based fair value of RM3.81 per share. This was
derived after applying a 20% discount to its property
development division's RNAV, and pegging its
construction division at 14x CY18F P/E, in line with our
target P/E of 13-15x for mid-sized construction stocks.

Sunway has proposed to undertake a bonus issue
exercise of up to 2.8bil new shares on the basis of four
bonus shares for every three existing shares held (4-for-
3) on an entitlement date to be determined later. This is to
be effected by way of capitalising the share premium of
the company.

It has also proposed a bonus issue of up to 631.0mil free
warrants in Sunway on the basis of three warrants for
every 10 existing shares held (3-for-10) on the same
entittement date as the proposed bonus issue. The
proposals are expected to be completed by 2H17.

The exercise price of the warrants will be determined at a
later date, taking into consideration the 5-day volume
weighted average market price of Sunway shares prior to
price-fixing date, adjusted for the proposed bonus issue
of shares, with a discount or premium to be determined
later based on market-based principles. The warrants will
be valid for 7 years.

We are positive on the proposed bonus issue of shares
and warrants. On the bonus issue of shares, it is a way to
reward shareholders while preserving cash in the
company. Additionally, we expect the marketability and
trading liquidity of Sunway shares to be improved by the
larger capital base and lower price per share

On the bonus issue of warrants, assuming full exercise of
the warrants at an indicative exercise price of RM1.53 per
share, the company could potentially raise the maximum
gross proceeds of RM965.4mil. Although in the short term
the warrants might be dilutive to the EPS, we believe in
the long-term, the proceeds will be utilised to grow the
company further, which will be positive to its long-term
EPS growth.
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EXHIBIT 1: SOP CALCULATION
Value (RMmil) Method
Property 3,511.7 20% discount to RNAV
Investment properties 1,013.3 Estimated equity value as at 31 Dec 2016
Sunway REIT 1,865.0 Market value
Construction & others 2,149.4 14x FY18F earnings, in line with our benchmark forward PE of 13-15x
for mid-cap construction stocks
Net cash/(debt) (778.7) As at 31 Dec 2016 (company level)
SOP 7,760.6
Enlarged share base (mil shares) 2,034.9
SOP (RM/share) 3.81 Fully-diluted
Source: Company, Aminvestment Bank Bhd
EXHIBIT 2: PB BAND CHART EXHIBIT 3: PE BAND CHART
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EXHIBIT 4: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY15 FY16 FY17F FY18F FY19F
Revenue 4,448.4 4,725.9 5,694.3 6,346.8 6,782.7
EBITDA 804.4 840.7 827.6 868.3 974.8
Depreciation/Amortisation (117.3) (113.9) (136.0) (144.0) (150.0)
Operating income (EBIT) 687.1 726.9 691.6 724.3 824.8
Other income & associates 269.9 192.0 167.0 170.0 180.0
Net interest (26.6) (59.9) (44.2) (19.8) (32.4)
Exceptional items - - - - -
Pretax profit 9304 859.0 814.5 874.5 9724
Taxation (130.9) (140.4) (125.4) (134.7) (149.7)
Minorities/pref dividends (67.0) (132.7) (149.9) (160.9) (178.9)
Net profit 7324 585.9 539.2 579.0 643.7
Core net profit 590.7 585.9 539.2 579.0 643.7
Balance Sheet (RMmil, YE 31 Dec) FY15 FY16 FY17F FY18F FY19F
Fixed assets 1,333.6 1,875.8 1,770.6 1,976.6 2,176.6
Intangible assets 358.5 342.6 358.5 358.5 358.5
Other long-term assets 7,569.3 7,461.6 8,892.3 9,562.3 10,242.3
Total non-current assets 9,261.3 9,679.9 11,0213 11,8973 12,7773
Cash & equivalent 2,631.0 4,059.8 23776 1,900.6 1,497.4
Stock 693.1 661.8 693.1 693.1 693.1
Trade debtors 1541.1 2,8284 1,541.1 1,541.1 1,541.1
Other current assets 1,874.4 1,601.5 1,874.4 1,874.4 1,874.4
Total current assets 6,739.6 9,151.5 6,486.2 6,009.2 5,606.0
Trade creditors 1,287.0 2,708.3 1,287.0 1,287.0 1,287.0
Short-term borrowings 3,068.6 4,830.7 3,068.6 3,068.6 3,068.6
Other current liabilities 1,208.5 444 1,208.5 1,208.5 1,208.5
Total current liabilities 5,564.2 7,583.3 5,564.2 5,564.2 5,564.2
Long-term borrowings 2,815.2 2,590.5 2,815.2 2,815.2 2,815.2
Other long-term liabilities 408.2 438.4 408.2 408.2 408.2
Total long-term liabilities 3,223.4 3,028.9 3,2234 3,223.4 3,223.4
Shareholders’ funds 6,562.7 7,455.7 7,784.8 8,022.9 8,320.7
Minority interests 650.6 763.5 935.2 1,096.1 1,275.0
BV/share (RM) 3.65 3.54 3.69 3.80 3.95
Cash Flow (RMmil, YE 31 Dec) FY15 FY16 FY17F FY18F FY19F
Pretax profit 9304 859.0 814.5 874.5 9724
Depreciation/Amortisation 117.3 1139 136.0 144.0 150.0
Net change in working capital 152.9 (328.7) - - -
Others (261.0) (106.5) (248.4) (284.9) (297.4)
Cash flow from operations 939.6 537.7 702.1 733.7 825.0
Capital expenditure (412.9) (288.2) (350.0) (350.0) (350.0)
Net investments & sale of fixed assets 18.7 (193.4) - - -
Others (1,693.4)  (1,071.7) (500.0) (500.0) (500.0)
Cash flow from investing (2,087.6)  (1,592.4) (850.0) (850.0) (850.0)
Debt raised/(repaid) 1,763.8 1,457.2 - - -
Equity raised/(repaid) 180.1 595.0 - -
Dividends paid (656.7) (260.8) (210.9) (210.9) (210.9)
Others (171.1) (163.2) (124.1) (149.8) (167.4)
Cash flow from financing 1,116.0 1,571.3 (334.9) (360.7) (378.3)
Net cash flow (32.0) 516.6 (482.8) (477.0) (403.3)
Net cash/(debt) b/f 1,292.9 1,247.9 15145 1,031.7 554.7
Net cash/(debt) c/f 1,285.0 1,787.0 1,031.7 554.7 1514
Key Ratios (YE 31 Dec) FY15 FY16 FY17F FY18F FY19F
Revenue growth (%) (2.4) 6.2 205 11.5 6.9
EBITDA growth (%) (7.7) 45 (1.6) 49 12.3
Pretax margin (%) 20.9 18.2 14.3 13.8 14.3
Net profit margin (%) 16.5 124 9.5 9.1 9.5
Interest cover (x) 25.8 12.1 15.7 36.6 255
Effective tax rate (%) 14.1 16.3 15.4 15.4 15.4
Dividend payout (%) 90.9 36.0 39.1 36.4 32.8
Debtors turnover (days) 112 169 140 89 83
Stock turnover (days) 64 64 51 46 37
Creditors turnover (days) 128 188 150 86 69

Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“Aminvestment”)
without regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell,
warranty, representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence
any one to buy or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment
recommends that you evaluate a particular investment or strategy based on your individual circumstances and objectives
and/or seek financial, legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at
the time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair
and reasonable, Aminvestment has not independently verified the information and does not warrant or represent that they
are accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this
report constituteAminvestment’s views as of this date and are subject to change without notice. Notwithstanding that,
Amlinvestment has no obligation to update its opinion or information in this report. Facts and views presented in this report
may not reflect the views of or information known to other business units of Aminvestment's affiliates and/or related
corporations (collectively, “AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or
republished for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective
directors, officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or
consequential losses, loss of profits and/or damages arising from the use or reliance of this report and/or further
communications given in relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which
may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you
should have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer
will not be affected.

AmIinvestment Bank Bhd 4




