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COMPANY RESULTS
Sunway Bhd (SWB MK)

1Q21: Below Expectations; Strong Sales To Drive Future Earnings

Sunway reported a softer 1Q21 core net profit of RM58.4m (-6% yoy) due to slower
progress billing and lower associates’ profit. While 1Q21 made up only 12% of our full
year estimates, we believe strong property sales in local and overseas projects will drive
future earnings. The 2022 outlook is underpinned by a strong recovery in overseas’
(China and Singapore) property and the reopening of the economy. Maintain BUY with
an unchanged target price of RM1.92, factoring in a normalised earnings in 2022.

1Q21 RESULTS

1Q21 1Q20 goq yoy
Year to 31 Dec (RMm) (RMm) % chg % chg
Revenue 1016.7 971.4 (20.4) 4.7
Construction 321.4 218.0 (24.3) 47.4
Property Development 97.2 139.2 (47.3) (30.2)
Healthcare 170.6 149.2 (4.1) 14.4
Pre-tax profit 87.2 935 25.9 (6.8)
- Construction 217 226 (28.9) 226
- Property Development 20.7 36.1 (42.7) (37.1)
- Healthcare 14.0 (4.5) (37.7) ->100
Core net profit 58.4 62.4 16.7 (6.3)
Margins (%) % % goq ppt chg yoy ppt chg
Pre-tax - Construction 8.6 10.4 (0.6) ()]
Pre-tax - Property Development 21.3 28.1 1.7 (2.3

Source: Sunway, UOB Kay Hian
RESULTS

¢ Below expectations. Sunway Berhad (Sunway) reported 1Q21 core net profit of RM58.4m
(-6% yoay, +17% qoq) with revenue increasing 5% yoy but 20% goq lower amid slower
progress billings from local property and construction projects. Lower interest income (-54%
yoy, -24% qoq), and lower share of associates’ profit (-39% yoy, -85% qoq) contributed to
lower yoy earnings. 1Q21 earnings made up only 12% and 11% of our and the street’s full
year forecasts. The discrepancy was mainly due to lower-than-expected EBIT margin.

¢ Strong property sales of RM1.13b to drive future earnings. Sunway achieved RM1.13b in
effective property sales in 1Q21, which made up 80% of its full-year target of RM1.4b. This
was mainly contributed by the strong take-up rate in Belfield and Singapore’s Parc Central
Residence. We expect higher 2021 sales targets given more launches in the Central region
(RM790m GDV) and China (RM780m GDV) this year.

KEY FINANCIALS

Year to 31 Dec (RMm) 2019 2020 2021F 2022F 2023F
Net turnover 4,780 3,833 4,580 5,439 6,097
EBITDA 800 475 586 773 896
Operating profit 566 251 386 561 668
Net profit (rep./act.) 705 360 426 566 650
Net profit (adj.) 77 304 426 566 650
EPS (sen) 15.8 6.1 8.6 11.4 13.1
PE (x) 105 27.1 19.3 14.6 12.7
P/B (x) 1.0 0.9 0.8 0.8 0.8
EV/EBITDA (x) 18.5 31.2 25.3 19.1 16.5
Dividend yield (%) 5.5 0.9 21 2.7 3.2
Net margin (%) 14.8 9.4 9.3 104 10.7
Net debt/(cash) to equity (%) 68.5 55.3 59.6 63.0 64.9
Interest cover (x) 16.7 8.8 (42.2) (13.0) (9.3)
ROE (%) 8.4 4.0 4.4 5.7 6.3
Consensus net profit - - 528 607 671
UOBKH/Consensus (x) - - 0.81 0.93 0.97

Source: Sunway, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price RM1.66

Target Price RM1.92

Upside +15.7%

(Previous TP RM1.80)

COMPANY DESCRIPTION

A leading construction company and property
developer in Malaysia

STOCK DATA

GICS sector Real Estate
Bloomberg ticker: SWB MK
Shares issued (m): 4,888.9
Market cap (RMm): 8,115.6
Market cap (US$m): 1,958.6
3-mth avg daily t'over (US$m): 1.1

Price Performance (%)

52-week high/low RM1.75/RM1.23

Imth 3mth 6mth 1yr YTD
0.6 10.7 24.8 8.5 3.1
Major Shareholders %
Sungei Way Corp Sdn Bhd 51.6
Skim Amanah Saham Bumiputera 5.7
Sharp Ventures Sdn Bhd 4.0
FY21 NAV/Share (RM) 1.97
FY21 Net Debt/Share (RM) 1.17
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STOCK IMPACT

Property development: Strong sales momentum; lumpy earnings from 2022
onwards. 1Q21 PBT for its property development arm of RM20.7m (-47% yoy, -42%
goq) was mainly dragged by slower progress billing due to the reimplementation of the
Movement Control Order (MCO). Given that total sales of RM1.13b was achieved in
1Q21, we expect the group to set a higher sales target for 2021 gauging from 1Q21’s
encouraging property sales/bookings momentum. This is also underpinned by resilient
markets in both China and Singapore (which account for 60% of 2021 target launches) as
the economies and business sentiments in these countries have recovered swiftly given
the effective containment of COVID-10 cases/infections. However, lumpy earnings from
two Singapore projects (Parc Canberra and Parc Central Tampanies) that launched
recently will be recognised in 2022 upon project completion amid the adoption of
MFRS15.

Construction. Productivity level impacted by MCO. Construction PBT was 23%
yoy higher and 29% qoq lower. The weaker earnings qoq came as SunCon’s
productivity level dropped to 50% of the pre-pandemic level in Jan 21 (from 100% in
4Q20), gradually recovering to 80% in Feb 21 as the government eased restrictions. A
thinner margin was also attributed to the competitive construction landscape. The
group has secured RM462m worth of new contracts ytd (23% of its 2021
replenishment target) with an outstanding order book of RM5b.

Healthcare: Diversifying into the pharmacy business. The healthcare arm reported
1Q21 PBT of RM14m (-38% qoq) from LBT of RM4.5b in 1Q20, while revenue was
14% yoy higher due to to the higher number of admissions and outpatient treatments,
and lower operating losses from Sunway Velocity Medical Centre 1Q21 of RM4.2m
(1Q20: -RM11.9m). Recently, Sunway has announced its plan to acquire a majority
stake in Multicare Health Pharmacy with 76 retail outlets across six states nationwide.
While no acquisition details were publicised, we expect this to further complement its
existing healthcare service with the aim of an IPO listing eventually.

Investment Property: Not out of the woods yet. 1Q21 the LBT of RM16.9m (4Q20
LBT: RM 83m, 1Q20 PBT: RM32m) was mainly impacted by the continuous weak
performance in the leisure and hospitality industry due to operations closures and low
visitor arrivals. Sunway REIT was also affected due to lower rental income from its
retail and hotel segments. With the nationwide MCO in place, tenant sales and footfall
in the retail segment were adversely affected. We believe recovery in this segment will
take longer than expected.

EARNINGS REVISION/RISK

Cut 2021 earnings by 16% to account for MCO impacted lower revenue across all
divisions and lower-then-expected margin.

2022 outlook. Earnings are expected to recover about 30% yoy in 2022, This is
underpinned by an effective unbilled sale of RM2.8b with strong recovery in overseas’
property market (China and Singapore), and resilient performance from its core
businesses - property development, construction and healthcare. However, we believe
that earnings from overseas projects will be recognised in 2022 upon project completion.

Key risks include: a) prolonged stricter lockdown may dampen consumer sentiment on
big ticket items, b) downward revision of economic outlook, c) lower-than-expected sales,
d) no extension of HOC.

VALUATION/RECOMMENDATION

Maintain BUY with an unchanged target price of RM1.92, based on a 15% discount to
our SOTP-based valuation of RM2.26/share (post dilution of warrants), where we pegged
valuation to normalised earnings in 2022. Our target price implies its five-year mean
valuation of 0.9x PB and 15.5x PE.
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SOTP-BASED VALUATION

(RMm) Remarks
Property development 3,481  20% discount to property RNAV
Valuation based on target price of
REIT (40.9% stake) L8687 ai1.55, based on DDM
Construction (54.4% 1,054 Valuation based on target price of
stake) ! RM1.50, 13x 2021F PE
Quarry & building 2748  8x PE 2022F quarry profits
materials
Trading 274.2  8x PE 2022F trading profits
Investment Properties 1,372
Healthcare 2,948  30x PE 2022F profit of RM98m
Less: Holding co
(debt)! cash 2811
Total SOTP value (A) 11,560
Share base (m) (B) 4,963
Assume conversion price at
Warrants proceeds (C) 1,060 RM1.68/share (expiring in Oct 24)
Total SOTP value
post warrants 12,651
proceeds (A+C)
Enlarged share base
5,549
(m)
SOTP/share (RM) 2.26
Discount 15%
Target price (RM) 1.92
Source: Sunway, UOB Kay Hian
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Source: Sunway, UOB Kay Hian
KEY ASSUMPTIONS
(RMm) 2021F 2022F 2023F
Property sales target 1,200 1,200 1,200
Const(uctlon orderbook 1.800 2,000 2,000
replenishment
Healthcare profits 61 98 125

Source: Sunway, UOB Kay Hian
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Year to 31 Dec (RMm) 2020 2021F 2022F 2023F  Year to 31 Dec (RMm) 2020 2021F 2022F 2023F
Net turnover 3,833 4,580 5,439 6,097 Fixed assets 6,446 6,566 6,734 6,934
EBITDA 475 586 773 896 Other LT assets 7,602 7,828 8,087 8,372
Deprec. & amort. 224 200 213 227 Cash/ST investment 2,237 1,772 1,339 1,018
EBIT 251 386 561 668 Other current assets 4,834 5,718 6,737 7,517
Associate contributions 230 225 259 285 Total assets 21,119 21,884 22,897 23,840
Net interest income/(expense) 28 9) (43) (72) ST debt 5132 5,132 5,132 5,132
Pre-tax profit 509 602 777 881 Other current liabilities 2,696 3,054 3,558 3,928
Tax (102) (121) (156) (176) LT debt 2,374 2,470 2,584 2,712
Minorities (48) (55) (55) (55) Other LT liabilities 585 585 585 585
Net profit 360 426 566 650 Shareholders' equity 9,535 9,790 10,130 10,520
Net profit (adj.) 304 426 566 650 Minority interest 797 852 907 962
Total liabilities & equity 21,119 21,884 22,897 23,840
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F  Year to 31 Dec (%) 2020 2021F 2022F 2023F
Operating 828 (61) 103 310 Profitability
Pre-tax profit 509 602 71 881 EBITDA margin 124 12.8 142 147
Tax (72) (121) (156) (176) Pre-tax margin 133 13.1 14.3 145
Deprec. & amort. 224 200 213 221 Net margin 94 9.3 104 10.7
Associates (230) (225) (259) (285)  ROA 17 2.0 25 28
Working capital changes 67 (527) (515) (409) ROE 4.0 44 5.7 6.3
Non-cash items 329 9 43 72
Investing (885) (321) (381) (427) Growth
Capex (growth) (527) (321) (381) (427)  Turover (19.8) 195 18.8 12.1
Investments (204) 0 0 0  EBITDA (40.6) 234 320 15.8
Proceeds from sale of assets 457 0 0 0 Pre-tax profit (40.9) 18.2 20.0 135
Others (610) 0 0 0 Netprofit (49.0) 18.6 328 14.8
Financing (178) (84) (155) (204)  Net profit (adj.) (60.9) 40.4 328 14.8
Dividend payments (254) (171) (226) (260) EPS (61.3) 40.4 32.8 14.8
Issue of shares 0 0 0 0
Proceeds from borrowings 1,144 96 114 128 Leverage
Others/interest paid (1,069) © (43) (72 Debt to total capital 421 417 411 406
Net cash inflow (outflow) (235) (465) (433) (321)  pebt to equity 78.7 77.7 76.2 74.6
Beginning cash & cash equivalent 2,455 2,237 1,772 1,339 Net deht/(cash) to equity 55.3 59.6 63.0 64.9
Changes due to forex impact 17 0 0 0 Interest cover (x) 3.8 (42.2) (13.0) 9.3)
Ending cash & cash equivalent 2,237 1,772 1,339 1,018

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Securities (M) Sdn. Bhd. ("UOBKHM") which is a licensed corporation providing investment
advisory services in Malaysia.

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 UOBKHM. This report is not directed to or intended for distribution to or use
by any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKHM
may determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable
law or would subject UOBKHM and its associated persons (as defined in the Capital Market Services Act 2007) 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 UOBKHM to be reliable.
However, UOBKHM makes no representation as to the accuracy or completeness of such sources or the Information and UOBKHM
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKHM and its associate
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKHM and its
connected persons are subject to change without notice. UOBKHM reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKHM, its associated 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) UOBKHM, its associated 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 UOBKHM 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) UOBKHM 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.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report is prepared by UOBKHM, a company authorized, as noted above, to engage in investment advisory in Malaysia.
UOBKHM 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 UOBKHM (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 receive this document by way of distribution from or which they regard as being from UOBKHM 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 UOBKHM.

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.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKHM 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 UOBKHM 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 UOBKHM’s total revenues, a portion of
which are generated from UOBKHM'’s business of investment advisory.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of
or located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by
the Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate,
has trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified
under Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed
in Hong Kong and contains research analyses or reports from a foreign research house, please note:

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

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of
the analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services
Authority of Indonesia. Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the
relevant foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the
analysis or report.

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house,
the recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in
Malaysia, at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as
UOBKHM is the registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore. 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

(ii) 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 only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is
regulated by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the

Kingdom meaning of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research

distributed in the UK is intended only for institutional clients.

United States | This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable
of America U.S. laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility
(‘U.s.”) for its contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities
referred to in the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2021, UOB Kay Hian Securities (M) Sdn. Bhd. All rights reserved.

http://www.utrade.com.my
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