midf 5 RESEARCH

14 October 2016 | Corporate Update

Sunway Berhad
Management revises sales target to RM1.1b for FY16

INVESTMENT HIGHLIGHTS

e Sales target revised to RM1.1b for FY16

¢ Change in property launch plan

e 9MFY16 sales at RM805m

e Earnings forecasts revised downwards marginally

e Maintain NEUTRAL with an unchanged TP of RM3.25

Sales target revised to RM1.1b for FY16. Sunway Berhad (SUNWAY)
revised its property sales target to RM1.1b from RM1.4b for FY16. The
reduction in property sales target is due to revision in SUNWAY property
launches for FY16 to RM800m from initial launches target of RM1.6b. Recall
that SUNWAY launched projects with total GDV of RM1.4b in FY15 and
achieved new sales of RM1.2b in FY15.

Change in property launch plan. SUNWAY made changes to its property
launch plan for FY16. The launch of Sunway Geo Residences 3 (GDV:
RM400m) has been delayed to 1HFY17 mainly due to changes in project plan
where additional walkway is planned in between Sunway Geo Residences 1 &
3 to improve accessibility between the residential and commercial precincts of
Sunway South Quay. Besides, SUNWAY changed the property project launch
in Sunway Iskandar to retail and offices from landed residential in 4QFY16.
Meanwhile, the launch of Velocity Offices (GDV: RM200m) was held back as
SUNWAY plans to convert Velocity Offices into a property investment asset
after seeing greater value of keeping the property for long-term investment.

9MFY16 sales at RM805m. SUNWAY registered new sales of RM192m in
3QFY16, bringing total new sales to RM805m in 9MFY16. The total new sales
in 9MFY16 accounts for 73% of management’s revised full year sales target
of RM1.1b. Year-to-date, SUNWAY has launched properties with total GDV of
RM555m. In 4QFY16, it will launch properties with total GDV of RM245m in
4QFY16, namely Sunway Iskandar retail/office (GDV: RM100m), Tianjin Eco-
City condominium (GDV: RM95m), and others (GDV: RM50m). Looking
ahead, its management plans to launch properties with massive total GDV of
RM2b in FY17 as bulk of the delayed launches in FY16 will be rescheduled to
FY17. The property projects to be launched in FY17 are located in several
regions, namely South Quay, Kelana Jaya, Penang, Johor, and China.
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Earnings forecasts revised downwards marginally. We revised downwards our new property sales assumption to
RM1.1b from RM1.3b, to be in line with management expectation. Correspondingly, our earnings forecasts for FY16/17 were
trimmed by -1%/-1.2%. Earnings impact is minimal as bulk of the delayed launches were delayed for less than one year and
as our initial new sales assumption was more conservative at RM1.3b as compared to management’s earlier expectation of

RM1.4b.

Maintain Neutral with an unchanged TP of RM3.25. We maintain our TP for Sunway at RM3.25 as the impact of
revision in timeline of property launches on RNAV of property division is insignificant. Our TP of RM3.25 is based on Sum-of-
Parts valuation. We maintain our neutral view on SUNWAY due to overall challenging property market outlook. &

INVESTMENT STATISTICS
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FY13A FY14A
4721.4 4558.1
824.5 609.8
915.4 810.1
1490.4 734.0
505.4 583.9
94.5 42.6
32.0 33.9
10.00 11.00
3.3% 3.6%
9.55 9.04
3.38 3.44
0.91 0.89
9.5% 9.8%
4.6% 4.5%
0.24 0.30

Source: Company, MIDF Research Estimates

Sum-of-Parts

Division
Property Development

Property Investment
Construction
Sunway REIT

Trading and manufacturing

Quarry

Total SOP
Number of shares (m)
Target Price (RM)

Source: MIDF Research Estimates

Methodology
NPV of profits
Net Book Value

13x FY17E PER - 10% discount
to KL Construction Index PER

Target Price of RM1.86

8x FY17E PER - 20% discount
to small cap PER of 10x

8x FY17E PER - 20% discount
to small cap PER of 10x

FY15A
4448.4
546.6
788.7
732.4
590.7
41.8
33.7
38.00
12.4%
9.08
3.74
0.82
9.0%
3.7%
0.50

PER (x)
n/a

n/a
13

n/a

Stake
100%
100%

54%

35%

100%

100%

FY16F FY17F
4504.0 4927.4
580.4 656.9
742.4 824.2
515.6 557.6
515.6 557.6
25.0 27.1
25.0 27.1
11.00 11.00
3.6% 3.6%
12.23 11.31
3.49 3.65
0.88 0.84
7.2% 7.4%
3.0% 3.1%
0.43 0.45
Discount Value (RM m)
35% 1523.9
n/a 1490.0
n/a 1387.5
n/a 1889.9
n/a 125.3
n/a 285.7
6702.2
2061.7
3.25



Friday, 14 October 2016

DAILY PRICE CHART

Source: Bloomberg
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Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it should
not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to change
without notice. The research analysts will initiate, update and cease coverage solely at the discretion of
MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may have
interest in any of the securities mentioned and may benefit from the information herein. Members of the
MIDF Group and their affiliates may provide services to any company and affiliates of such companies
whose securities are mentioned herein This document may not be reproduced, distributed or published
in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >15% over the next 12 months.

Stock price is expected to rise by >15% within 3-months after a Trading Buy rating has been

VRN LY assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months.
SELL Total return is expected to be <-15% over the next 12 months.

Stock price is expected to /a// by >15% within 3-months after a Trading Sell rating has been

TRADING SELL assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



