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BUY (Maintain) 

Target Price: RM2.18 

Previously: RM2.18 

Current Price:  RM1.62 

 
Capital upside   34.6% 
Dividend yield 4.6% 

Expected total return  39.2% 

 

Sector coverage: Property  

Company description: Sunway is a conglomerate 

that engages in property development, property 

investment, construction, leisure and hospitality, 

education, trading and manufacturing, building 

materials and healthcare. 

 
Share price  

 

Historical return (%) 1M 3M 12M 
Absolute  0.0 11.0 -1.8 
Relative -1.4 9.1 6.7 

 
Stock information  

Bloomberg Ticker SWB MK 
Bursa Code 5211 
Issued Shares (m) 4,850 
Market cap (RM m) 7,857 
3-mth avg. volume (‘000) 1,648 
SC Shariah-compliant Yes 

 
Major shareholders   

Sungei Way Corp Sdn  Bhd 56.2% 
EPF 7.2% 
Cheah Fook Ling 5.1% 

 

Earnings summary  

FYE (Dec) FY18 FY19f FY20f 
PATMI – core (RM m)  570.0   659.7   764.0  
EPS – core (sen)  11.7   13.7   15.9  
P/E (x)  13.9   11.9   10.3  
 

Satisfactory results once again 

Sunway’s FY18 core PATMI of RM570m (+3.6% YoY) was within expectations. 

Stronger results QoQ/YoY/YTD was largely attributed to improved JV 

contributions and higher net interest.  Management has sales target of RM1bn 

and GDV launch target of RM1.7bn for FY19. Unbilled sales stood at RM2.1bn 

(strong cover ratio of 3.4x on FY18’s property revenue). Maintain forecasts and 

BUY call with unchanged SOP-derived valuation TP of RM2.18. 

 

Within expectations. FY18 core PATMI of RM570m was within expectations, 

accounting for 98% and 99% of HLIB and consensus full year forecasts, respectively. 

  

Dividend. Proposed second interim dividend of 2 sen per share (4QFY17: 3.0) and a 

distribution of 1 treasury share for every 100 existing shares (based on closing price 

RM1.62), bringing 4QFY18 proposed dividend effectively to 3.62 sen per share and 

FY18 dividend to 7.12 sen per share (FY17: 6.0). 

 

QoQ. Despite revenue decreasing 5.1%, core PATMI increased 11.8% to RM162.5m 

attributed to higher net interest (from its well managed treasury operations) coupled 

with improved JV contributions. 

 

YoY. Despite revenue decreasing 15.8%, core PATMI increased 4.0% attributed to 

higher net interest, improved JV contributions and lower effective tax rate (17.6% vs 

21.6%). 

 

YTD. Core PATMI increased 3.6% to RM570m in tandem with revenue (+3.3%) 

coupled with higher net interest and JV contributions. 

 

Property development. New effective sales of RM1.56bn (+56% YoY) was achieved 

in FY18 and has exceeded FY18 sales target of RM1.5bn. Unbilled sales improved to 

RM2.1bn (3Q18: RM1.8bn) representing a strong cover ratio of 3.4x on FY18’s 

property revenue. Management is targeting effective indicative launches (i.e. adjusted 

for stake) to remain relatively flat YoY at RM1.7bn (Figure #4 and #5). 

 

Property investment. Better performance YoY was achieved with contributions from 

new properties such as Sunway Geo in Sunway South Quay, The Banjaran 

Hotsprings (additional room inventory) and higher theme park contributions.  

 

Construction. Stronger YTD results due to higher progress billings which were 

partially offset by lower contribution from precast segment. SunCon’s current order 

book (Figure #6) stood at RM6bn (2.7x cover on FY18 revenue) and is targeting 

RM1.5bn of new jobs in FY19. 

 

Healthcare. The Sunway Velocity Medical Centre in Cheras is slated to begin 

operations by 1H19, increasing total number of beds to 858 (from 618 currently). We 

can expect Sunway’s well managed healthcare business will enhance the value of its 

surrounding property development and property investment. The 4 new hospitals in 

the pipeline over the next 5 years will provide further value to unlock via separate 

listing of its healthcare business (Figure #7) 

 

Forecast. Unchanged.  

 

Maintain BUY with unchanged TP of RM2.18 based on a 10% holding discount from 

SOP-derived valuation of RM2.42 (Figure #3). Despite the down cycle of both 

property development and construction sectors, we continue to like its resilient 

integrated real estate business model and earnings growth prospect with mature 

investment properties and underappreciated trading and healthcare businesses. 
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Figure #1 Financial forecast summary  

FYE Mar (RM m)  FY16 FY17  FY18 FY19f FY20f 

Revenue   4,655.6   5,239.3   5,410.3   5,493.4   5,913.7  

EBIT  715.1   653.0   559.9   711.2   833.6  

PBT  859.0   872.2   850.6   915.0   1,075.8  

PATAMI  585.9   722.8   729.0   659.7   764.0  

PATAMI – Core   547.4   550.3   570.0   659.7   764.0  

      

% change YoY – Core PAT  0.5% 3.6% 15.7% 15.8% 

HLIB/ Consensus (%) – Core PAT   102% 106% 113% 

Core EPS (sen)  11.4   11.8   11.7   13.7   15.9  

P/E (x)  14.3   13.9   13.9   11.9   10.3  

EV/EBITDA (x)   15.6   16.6   16.6   13.8   11.9  

DPS (sen)   5.2   6.0   7.1   7.5   7.6  

Yield (%)  3.2   3.7   4.4   4.6   4.7  

BVPS (RM/share)   1.6   1.6   1.7   1.8   1.8  

P/B (x)   1.1   1.0   0.9   0.9   0.9  

ROE (%)  6.6   6.7   6.3   7.1   7.8  

Net Gearing (%)  (0.66)  (0.69)  (0.41)  (0.53)  (0.48) 

HLIB Research  

 

Figure #2 Quarterly results comparison 

FYE Dec (RM m) 4Q17 3Q18 4Q18 QoQ YoY FY17 FY18 YoY 

Revenue  1,627.1   1,444.6   1,370.2  -5.1% -15.8%  5,239.3   5,410.3  3.3% 

   Property Development  452.8   194.8   203.8  4.7% -55.0%  989.7   619.6  -37.4% 

   Property Investment  245.7   237.8   140.3  -41.0% -42.9%  865.4   814.8  -5.8% 

   Construction  583.3   465.4   489.1  5.1% -16.1%  1,627.7   1,847.9  13.5% 

   Trading/Manufacturing  232.4   296.9   241.8  -18.5% 4.1%  996.5   1,103.4  10.7% 

   Quarry  52.9   56.3   59.2  5.2% 11.9%  202.1   223.4  10.5% 

   Others  195.6   193.5   235.9  21.9% 20.6%  693.6   801.3  15.5% 

EBIT  198.9   159.7   104.1  -34.8% -47.7%  653.0   559.9  -14.3% 

   Property Development  115.0   33.9   22.5  -33.7% -80.5%  199.3   118.0  -40.8% 

   Property Investment  60.6   60.2   40.8  -32.3% -32.7%  208.5   214.4  2.8% 

   Construction  52.7   47.6   48.3  1.3% -8.5%  166.0   180.9  9.0% 

   Trading/Manufacturing  14.2   17.6   13.0  -25.9% -8.7%  58.1   60.9  4.8% 

   Quarry  (0.6)  2.4   2.4  2.3% -470.7%  7.5   10.5  41.1% 

   Others  (9.4)  (1.9)  (22.8) N.M. 142.7%  47.2   (24.9) -152.7% 

Net Interest   51.3   (3.4)  85.4  N.M. N.M.  19.6   61.6  215.0% 

Share of Associates/JCE  11.3   37.7   64.0  69.9% 468.7%  199.7   229.2  14.8% 

PBT  261.5   194.0   253.6  30.7% -3.0%  872.2   850.6  -2.5% 

PAT  204.9   166.9   208.9  25.1% 1.9%  722.8   729.0  0.9% 

PATAMI  182.3   145.3   192.3  32.4% 5.5%  623.5   659.0  5.7% 

EI  (16.4)  -     (29.8) N.M. N.M.  (73.2)  (89.0) 21.6% 

Core Earnings   156.2   145.3   162.5  11.8% 4.0%  550.3   570.0  3.6% 

Core EPS (sen)  3.3   3.0   3.4  11.8% 4.0%  11.4   11.7  2.2% 
- FY17 figures are restated due to the adoption of MFRS 15  

Sunway, HLIB 
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Figure #3 SOP Table 
Division Stake Value (RM m) RM/share Methodology 

Construction (SunCon) 54.4% 1,273 0.26 TP of RM 1.81 

Sunway REIT 40.9% 2,047 0.43 TP of RM 1.70 

Property Development & Investment 100% 6,149 1.28 Discounted RNAV 

Healthcare 100% 1,840 0.38 25X P/E 

Trading/Manufacturing 100% 315 0.07 10X P/E 

Quarry 100% 83 0.02 10X P/E 

  11,706  2.43   

Holding Company Net Debt  (44) (0.01)  

  11,662  2.42   

10% Holding Company Discount  (1,166) (0.24)  

Equity Value (RM)  10,496  2.18   
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Figure #4 2019 Indicative launches 

Project Product Location GDV (RM m) Effective GDV (RM m) 

Sunway Velocity Two (Tower B) Service Apartment Jalan Peel, KL 300 150 

Sunway Avila Service Apartment Wangsa Maju 230 127 

Sunway GeoLake Townhouse Townhouse Sunway South Quay 100 100 

Sunway Onsen Suites, Ipoh Service Apartment Sunway City Ipoh 120 108 

Sunway Citrine Lakehomes (Phase 3) Townhouse Sunway Iskandar 100 60 

Sunway Lenang Heights Semi-detached homes Johor Bahru 150 120 

Brookvale, Clementi Private condominium Singapore 1000 1000 

Total 

  

2000 1665 

Company 

Note: Effective GDV is based on effective stake 

 

Figure #5 Sunway’s sales and launches trend 

 
Company 
Note: Effective launches and sales are based on effective stakes  
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Figure #6 Construction Order Book 

 
Company 

 

Figure #7 Sunway Medical Centre pipeline 

Project Beds Location Est. Completion 

Sunway Medical Centre 1 & 2 373 Selangor 1999, 2009 

Sunway Medical Centre 3 245 Selangor 2017 

Sunway Velocity Medical Centre 240 Kuala Lumpur 2019 

Sunway Medical Centre Seberang Jaya 180 Penang 2020 

Sunway Medical Centre 4 TBC Selangor 2021 

Sunway Medical Centre Damansara 250 Selangor 2022 

Sunway Medical Centre Ipoh 200 Perak 2023 

Company 
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Disclaimer 
 
The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently 
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.  

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for any 
direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication. 

Any information, opinions or recommendations contained herein are subject to change at any time without prior notice. Hong Leong Investment Bank Berhad has no 
obligation to update its opinion or the information in this report.  

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the 
appropriateness of investing in any securites or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal, 
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represent a personal 
recommndation to you.  

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.   

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employeees may, from time to time, own, have 
positions or be materially interested in any securities mentioned herein or any securites related thereto, and may further act as market maker or have assumed underwriting 
commitment or deal with such securities and provide advisory, investment or other services for or do business with any companies or entities mentioned in this report. In 
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests. 

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. All 
materials presented in this report, unless specifically indicated otherwise, is under copyright to Hong Leong Investment Bank Berhad. This research report and its contents 
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, direclty or indirectly, to any person or published in whole or in part, or altered in 
any way, for any purpose. 

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong Investment Bank Berhad takes no responsibility for the content contained therein. 
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are provided solely for your convenience. 
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong 
Investment Bank Berhad website shall be at your own risk. 
 
1. As of 01 March 2019, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report: 
(a) -.  
 
2. As of 01 March 2019, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report: 
(a) -. 
 

Published & printed by:  
Hong Leong Investment Bank Berhad (10209-W) 
Level 28, Menara Hong Leong, 
No. 6, Jalan Damanlela,  
Bukit Damansara,  
50490 Kuala Lumpur 
Tel: (603) 2083 1800  
Fax: (603) 2083 1766 

 

Stock rating definitions  

BUY Expected absolute return of +10% or more over the next 12-months.  

HOLD Expected absolute return of -10% to +15% over the next 12-months.  

SELL Expected absolute return of -10% or less over the next 12-months.  

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result to a change from the previous rating.  

NOT RATED  Stock is not or no longer within regular coverage.  

  

Sector rating definitions  

OVERWEIGHT  Sector expected to outperform the market over the next -12 months.   

NEUTRAL Sector expected to perform in-line with the market over the next -12 months.   

UNDERWEIGHT Sector expected to underperform the market over the next -12 months.   

 

 

 

 

 


